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Sect ion 1. Abstract 
1. Abstract 
Textile Industry: Opportunities and Constraints with 
Reference to Environmental Issues and Eco-LabeUing 
Eckart Naumann 
School of Economics, University of Cape Town 
Vllt 
The aim of this thesis is to analyse and highlight the key issues facing the South African texti Ie industry as 
it attempts to re-al ign itself, from an industry that operated in a high Iy protected man ufacturing and policy 
environment. to an industry confronted with globalisation, increased competition, improved foreign market 
access and important environmental issues. 
Critical challenges facing the South African textile industry, and that in many other developing and 
developed countries, include the increased need for international competitiveness, the integration of 
environmental issues with trade aspects, and the potential impact that non-tariff trade barriers may have on 
the textile production pipeline. Trade patterns and value chains in the 21 st century will not necessarily 
resemble those of the past century. Tariff barriers are increasingly giving way to technical or non-tariff 
barriers, and there is a growing emphasis on environmentally preferable production methods, especially in 
the developed world. This has important consequences for developing countries like South Africa, and 
presents specific challenges and opportunities, 










Section 2. Introduction 
2. Introduction, Hypothesis and Structure 
2.1 Introduction to this Research 
The textile Iinanufacturing industry is one of the most widely distributed industries in the world. Very few 
countries are without a domestic textile industry sector. In many countries this industry plays a very 
important role. not only in terms of its contribution to economic output as a vehicle for economic growth 
and development. and as a provider of employment. but also as a vitally important consumer of goods and 
sen ices from upstream and parallel industries. and as a supplier of goods to downstream industries. 
In South Africa the texti Ie industry may not exactly be the backbone of the economy, but it is nevertheless 
an important industry. Over 60.000 people are directly employed in the South African textile industry (and 
a mt~ltip'e of this indirectly dependent on the textile industry in related industries). and it produces a gross 
output of over RIO Billion. Having spent years in relative isolation behind protectionist barriers. the South 
African textile industry has. in recent years, been hard hit by the increasing globalisation of trade. It has 
been shown to be largely uncompetitive in some market segments. especially at the "lower end" of the 
market that invo Ives the manufacture of largely commod ity-type texti les. On the other hand, the industry 
has shown some resilience in the higher value-added market segments, and there is strong evidcnce that it 
is bcginning to capture increasing export market share. It is therefore vital that new strategies arc embraced 
which \\ill assist the industry in moving up along the "value chain". thus helping sustain it into the 21 ,I 
century. 
Of particular importance are environmental concerns. Environmental issues are having, and will continue 
to have. a significant impact 011 the international texti Ie industry. [n integrating with the rest of the world. 
the South Afi'ican texti Ie industry needs to take international trends into account to ensure long-term 
sListainability. With this in mind. this thesis seeks to provide a detailed analysis of tile South African textile 
industry. and explore options that wi II allow it to take advantage of new opportunities. more particularly in 
relation to confronting tile challenges of globalisation in general and environmental concerns in pal1icular. 
2.2 The Concept of Value Chains with Regard to the South African Textile Industry 
One of the \\ays of looking at industry structure is in terms of \'{flue chains. Since a common thread 
throughollt this thesis is the notion of "value adding", it is important to brielly outline the notion of value 
chains. espec ially \\ith regard to texti Ie manufacturers. 
Value chains describe the entire chain of productive (value-adding) activities of a product. from raw 
material extraction to final end-use. [n other \vords. value chains incorporate aspects of production, 
distribution (i.e logistics and marketing) and consumption. Value can be added at each production stage, 
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and increasingly this value-adding emanates from activities involving information and communication 
technologies. efficient logistics and the integration of business processes (DTI, 2001 ). The concept of val Lie 
chains originates in the 1960s and 1970s, when analysts used it to describe the path of development by 
mineral-expolting economies. However, its recent prominence as an analytical tool arises from the work of 
Michael Porter (Kaplinski, 2000). 
Value chain analysis provides a means of showing where value is created along a product's manufacture, 
distribution and end-use. Countering a traditionally held view that value is mostly created in the 
manufacturing process. it shows that in many instances value is predominantly added through a sequence 
(and combination) of activities encompassed within design. marketing. and logistics networks. Value chain 
theory also recognises that in many instances the aforementioned chain of activities is located In various 
different locations at anyone time. This is particularly true for the textile-clothing pipeline. 
There are a number of different dimensions to the value chain concept, highlighted amongst others by 
Gereffi (1994), Sturgeon (2000), Gibbon (2000), Humphrey (200 I) and McCormick and Schmitz (2001): 
• InpIII-Oulpul S'lmclllre /Organisaliono/ . Value chains consist of five generically different 
flo\\ namely design, inputs, production, wholesale and retail, with the latter including the 
consumption stage of the product life cycle. As highlighted above. the knovvledge inputs (i.e. 
during design, marketing, logistics etc.) can, and frequently do, far exceed the material inputs. 
• Geographic Spread / Spalia! Scale: Whi Ie some value chains have a truly global dimension. others 
may involve only a few locations in different parts of the world. For example, a US company may 
design a garment contract a South African textile manufacture to supply fabrics to a CMT garment 
manufacturer in Lesotho, who in turn ships the output back to the US retailer. 
• Control orer Activilies /Inferna! Governance Slruc{ure: The third dimension concerns the control 
that variolls actors can exert over the value chain. Different configurations of control are possible. 
'T'hese include producer-driven value chains, 'balanced net\vorks' where no finn (or group of firms) 
exerc ises lIlIdue control over the other actors, and 'd irected networks' (or buyer-driven value 
chains). whereby firm networks are controlled by celtain (global) lead finns. The lead firms to a 
significant degrce control product specifications and spatial aspects of production. 
Vvith reference to the latter category, producer-driven value chains are generally found in capital and 
technology-intensive sectors, such as the automotive. heavy machinery and computer industries (Gibbon. 
2000). In these industries. proprietary technology and know-how constitute defining barriers to entry, and 
the value chain tends to be co-ordinated mainly by large, multinational corporations. Buyer-driven value 
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chains. on the other hand. are usually found in industries where design and marketing play an important 
role. but production is relatively labour intensive. Examples include the textile-clothing industries and the 
foot\vcar industry. Here barriers to entry relate around investments in design, market information, branding 
and advertising. and result in these value chains being led by large merchandisers of branded output and 
retail chains (i.e. those players with significant control over design and marketing aspects) (Gibbon, 2000). 
Leading firms in demand-driven value chains exercise a decisive influence over global value chains. 
without them taking direct control of large parts of tile production process (Humphrey. 2000). 
The concept of \ alue chains is important for South African producers, especially in the I ight of the 
reduction of tariff-based trade barriers, and improved market access brought about by trade agreements 
(notably with the EU and US). Extending access to South African textile manufacturers to their traditional 
export markets does not automatically translate into increased sales. since many value chains into the EU 
and US markets are directed chains or networks. This means that in order to participate in these supply 
networks. South African producers (in the textile and clothing industries) need to obtain access to these 
value chains' international lead firms (such as The Gap etc.). Their ability to dominate often results from 
their strengths in competencies such as design, branding, marketing etc., which command high returns and 
are thus dominant value-adding activities. Producers in many developing countries, including South Africa, 
often tend to be locked into pure manufacturing activities, frequently manufacturing to the specifications 
(or perceived direction) of lead firms in their network. Since competition in the textile segment is intense. 
and production can be undertaken by a large number of different producers, returns are often low and 
econol11 ically unsustainable in the long run (McCormick and Schm itz, 2001). 
Thc challenge faced by South Africa, and many other emerging economies whose background to economic 
development is resource-oriented, is to ensure that domestic economic opportunities are developed and 
successfully integrated into both domestic and trans-national value chains (OT[, 200 I a). With regard to the 
South ,i\frican textile-clothing pipeline. the government's manufacturing strategy recognises the importance 
of these sectors, and the role of value chains in these industries. In this instance, eco-Iabelling (and its 
associated value-added and compliance with international standards) may prove to be a valuable tool in 
assisting with the integration of South African textile and clothing firms into global value chains, especially 
since eco-Iabelling to some degree anticipates the needs of consumers and retailers. 
2.3 Previous Research Project and Background to the Thesis Research 
The fact that the economic performance of thc texti Ie industry in South Africa has been weaken ing over the 
years. and that the industry is in need of restructuring and re-focussing, were important considerations for 
conducting the research for this thesis. 
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Previous Research Project: 
This thesis to some extent builds on previous research conducted within the South African textile industry 
as part of a research project entitled' Improvillg the Ellvirollmental Performa/lce of Small afl(lltledium 
Sized Manufacturillg Ellterprises ill South Africa Opporttlllitiesfor Co-operative Approaches' (Note i). 
This project \\as commissioned and funded by the Canadian International Development Research Centre 
and, in part. b) 5ANPAD (South Africa-Netherlands Research Programme on A Iternatives in 
Development). The project focused on two industry sectors. namely the textile industry and the metal-
finishing industry. One of the project's express aims was the desire to "explore the structural, operational 
and institutional imped iments to the improvement of the environmental performance of small and med ium 
scale enterprises, \vhich have been identified as strategic players in the economic development of Southern 
Africa" (Environmental Process Engineering Group, 2000). 
With regard to the textile industry, the specific objectives were: 
• To study. in specific companies, the willingness. intent and capacity of management to initiate and 
apply environmentally preventative behaviour: 
• To investigate the effect of the econom ic situation of pm1icular companies as a factor influencing their 
ability to improve environmental performance, and to characterise the economic situation of industry 
sectors at large in order to extrapolate findings into the economy as a whole; and 
• To characterise the significance of the position of a company in a larger production system as a 
determinant for that company's ability to effect improvement in its own operation and in the system at 
The project required that research be conducted in a number of case-study companies. which were 
representative of the textile industry in South Africa. Many firms were of the belief that improvements in 
the environmental performanee would negatively affect the "bottom line", in other words. that the 
"environment costs money". One of the singular achievements of the project was to demonstrate. uti I ising a 
conceptual framework that included concepts such as 'industrial symbiosis'. 'shared savings' and 
'industrialnehvorking', that the converse was indeed true: environmental performance improvements were 
highly likely to lead to financial rewards, as well as benefiting the company by being in compliance with 
those sections of the law relating to the environment. 
Thesis 
The background information on the previolls project is important in the sense of explaining the context in 
\vhich this thesis was completed. As a natura I extension to the previous research, and bearing in mind the 
I'hc project also concerned the metal linishing indu.stry. but this thc.Sls is deals solely with the te\ule industry 
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inter-relatedness and inter-dependencies between the environmental and economic performances of the 
textile industry, this thesis focuses on the textile industry with specific reference to certain environmental 
issues. An analysis of the economic performance of the textile industry, and the impact of globalisation, 
showed that this industry was largely ill-equipped to be internationally competitive. It was also shown that 
\\hile numerous free trade agreements may improve global market access and opportunities for domestic 
manufacturers of textiles, environmental issues and other technical trade barriers are increasingly posing a 
barrier to the realisation of this more liberal market access. The use of eco-Iabels is a specific tool 
identified as a means to not only improving the environmental performance of the textile industry, but 
specifically for helping ensure market access, especially in South Africa's traditional markets abroad. The 
increasing accessibility of the domestic market to foreign competition is necessitating greater 
competitiveness of South African producers not only in their own 'back-yard', but also internationally. 
2.4 Hypothesis 
The thesis analyses the core issues facing the South African textile industry, and investigates various 
options available to the industry. 
The main question can therefore be formulated as follows: 
"What is the potential, need and I ikelihood of the South African texti Ie industry restructuring and re-
focusing towards greater value-added production, export and niche markets, with an emphasis 011 
overcoming likely non-tari ff technical trade barriers through the appl ication of sound environmental criteria 
and environmental labelling (,eeo-Iabelling')?" 
The assumption behind this question is the fact that the South African textile industry is and will be 
exposed to foreign competition on an increasing scale. This is especially likely in the lower end of the 
market. \,;here the South African textile industry appears to be incapable on the whole of competing in the 
long term. Lo\\ productivity and inefficiency in production are reducing the industry's competitiveness, 
especially in the production of lower-value-added output and 'commodity-type items. A strategy is required 
that places greater focus on innovation, allows the textile industry to differentiate and compete according to 
its strengths and competitive advantage. 
2.5 Approach 
Both primary and secondary data was used in conducting the research for the thesis. The research for the 
thesis builds on prior economic research conducted by the writer in both the South African textile and 
metal-finishing industry within the confines of the previous research project alluded to earlier. 
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Research for this theses included theoretical (desktop) research as well as information gathering through 
various means of personal communication. Empirical research relied on a variety of information media and 
resources, including statistical releases, online resources (internet), newsletters, textbooks, manuals, 
industry publications, government publ ications and so forth. In particular the internet, and the electronic 
linking of research institutions and libraries, has allowed a more efficient means of data collection. 
Personal commun ication entai led meetings with a number of important industry stakcho Iders, and / or 
direct telephonic or e-mail contact. A wide range of meetings and discussions were held with textile (and 
some cloth ing) company representatives, industry organ isations, academ ic research institutions, special ist 
consultants, non-governmental organisations and national government representatives, both to obtain 
primary and secondary data, as well as to verify previously obtained data. 
2.6 Thesis Structure 
The thesis first analyses the South African textile industry and identifies the major stakeholders in the 
context of the total manufacturing sector. This is followed by an in depth analysis of the texti Ie industry, 
including issues such as the locational characteristics, output types of activity, employment characteristics, 
investments and production capacity utilisation. One of the core issues, that of trade performance and the 
changing trade el1\ironment. are focused on next. 'rhe ensuing sections analyse the wider textile pipeline, 
placing the industry in the context of upstream raw material producing sectors, and the downstream 
clothing sector. The sections up to this point effectively lay the basis for the next part of the thesis, which 
focuscs on the environmental issues in the textile industry, and the opportunities and challenges in relation 
to not only overcoming these challenges domestically, but particularly in the international trade context. 
The identified threat of environmental issues becoming major techn ical trade barriers in the texti Ie industry, 
\\ h ieh is kl1o\\n for its contribution to pollution and widespread use of potentially harmfu I su bstances, is 
analysed here. The specific foeus in this pal1 of the thesis is on eeo-labelling, although other options (which 
may lead to overcoming market aceess restrictions) are also dealt with here. Thc recommendations and 
conclusions at the end of the report sum LIp some of the core issues, especially those pertaining to the textile 
industry and the environment, and highlight some of the policy issues available to thc industry and the 
Gmcrnmen1. 
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3. Executive Summary 
There are a number or key issues facing the South African textile industry as it attempts to re-align itself, 
from one that operated in a highly protected manufacturing and policy environment to one that has to deal 
\vith the impact of globalisation, increased competition and impol1ant environmental issues. These are no 
longer stand-alone factors that the textile industry has to contend with; they are intricately interwoven and 
interdependent. 
This thesis analyses the South African textile industry in the context of the overall manufacturing sector, 
and pal1icularly in the international arena. A brief overvievi of the manufacturing sector reveals that the 
textile industry continues to have an important role to play. especially in the regions where it is 
concentrated. Evidence has shown that the textile industry in South Africa is under considerable pressure. 
Formal employment has decreased by almost 50% over the last decade, and sales output in real terms has 
been declining steadily, A number of factors have contributed to this. The most significant factors are: 
inefficient and overpriced factors of production and input materials, an aged capital stock. the resultant un-
competitiveness of the industry (especially at the lower end of the market) and the strong penetration of the 
domestic textile market. especially by illegal imports. Liberal labour laws are otten perceived to favour 
workers over employers, making the South African labour market inflexible and unresponsive to the 
changing operating environment. A general lack of focus 011 training has resulted in high per-unit labour 
costs and a low-productivity workforce. Relatively high real interest rates. coupled \vith low business 
confidence, have lead to the erratic replacement of capital equipment compared to \vhat would be required 
for the industry to accord with international best practice. 
Notwithstanding the many factors counting against the textile industry. its trade performance over the past 
few years has shO\\l1 significant improvement. with exports growing at a greater rate than imports. While 
South Africa is a net imponer of textiles. the textile trade deficit has been shrinking, and now only accounts 
fClI' slightly oyer 10% of total sales. A closer analysis of this trade performance shows that the South 
African textile industry has achieved increasing export market penetration in its traditional, developed 
markets (in particular Europe and the United States). The analysis also reveals that the low-cost producing 
countries of the Far East, 1110st notably China, Taiwan and Indonesia are successfully growing their sales to 
the South African market. In many cases, the imported cost of a textile al1icle is lower than the domestic 
price of tile I'a\\ materials used in its manufacture, 
Many of these imported products are typically commodity-type items that are largely undifferentiated. a 
category that South African textile manufacturers are otten unable to compete in. What is required is a shit!: 
towards greater product differentiation. and value-added and knowledge intensive manufacturing. 
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The changing trading environment has lead to new international trade agreements, particularly with the 
European Union and the United States. These are giving rise both to new opportunities and challenges for 
the textile industry. While Free Trade Agreements (FTAs) provide momentum to an expansion of trade 
(and exports), there are a llUI11 ber of related challenges that have to be met. Not on Iy are these FT As subject 
to a number of stringent conditions, but there is also grO\ving evidence that tariff based trade barriers are 
giving way to non-tariff technical trade barriers (TTBs). In particular, the emergence of environmental 
labelling (eco-Iabelling) over the past decade is likely to have an increasingly significant impact on 
international trade. Eco-Iabels are a guide for consumers to choose products and services that are deemed to 
be less harmful to the environment than other products within the same category. 
South Africa does not unlike its European and North American counterparts, have a national eco-Iabelling 
program. The thesis discusses some of the implications for the development of a South African eco-labeL 
as \\ell as the current institutional capacity of administering such an eco-Iabelling scheme. It is found that 
the greatest short to mediulll-term benefits are likely for South African producers obtaining a recognised 
foreign label for an important export market, such as the EU eco-Iabel, which is valid in all the Elf member 
states. The potential benefits of eco-Iabelling, as well as its drivers and barriers, are discLlssed in this report. 
The underlying argument is that South African textile firms will find it increasingly impossible to compete 
\\ith the lo\\-cost producers of the East, and should accordingly focus on moving up the value chain, and 
into new markets. Due regard to environmental (and other) issues, including the use of eco-Iabels, will 
prove to be vital tools in obtaining access to foreign markets, and gaining (and maintaining) market share. 
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4. Overview of the South African Economy 
4.1 The South African Economy in Numbers 
The South African economy has both developed and developing nation characteristics. It is the strongest 
economy not on Iy in the Southern African region. but on the \vhole continent, and thus plays an impol1ant 
role regionally and internationally. The economy is based on a democratic political dispensation, and is 
increasingly opening its doors to the principles of international trade and free movement of capital. 
South Africa' s political past. combined with its mineral wealth. have strongly shaped the course the 
economy has taken over the past few decades. The high value of minerals, especially gold, has allowed 
South Africa strong inflows of foreign exchange and relative prosperity. Political instability, especially in 
the 1960's and 1970's. had the effect of alienating the country from the rest of the world. As a 
consequence. South Africa increasingly adopted policies of impol1-substitution. ensuring the country large-
scale independence from international trade. International economic and pol itical sanetions were limiting 
the eountry' s access to technology and resources from abroad. which further seemed to justify thc 
gO\ernment's pol icy of becoming sc If rei iant in most aspects of the economy. 
This attitude led to South Africa building up a very diverse manufacturing base. HO\vever, limited access to 
foreign tcchnology and input materials, coupled with widespread instability in the domestic labour market 
and lack of business confidence, resulted in an economy that was very inefficient and unproductive. It was 
largely reliant on its mineral wealth and agricultural output, while the manufacturing seetor struggled not 
only in terms of efficiency. but also lacked the output markets and consumer demand necessary to achieve 
cconomics of scale. 
In the 1980's and 1990's, political pressure and economic reality led to a very gradual lifting on financial 
restrictions inhibiting the economy. A parallel currency (the financial Rand) was introduced to attract 
foreign im·estment. which had Slink to all-time low levels. The 1990's sa\\ further liberalisation in the 
pol itical arena. resu Iting in the country's first all-encompassing democratic elections in 1994. This heralded 
a new economic dispensation too. South Africa was now a 'member' of the international community, and 
economic barriers \\ere rapidly dismantled. South Africa consequently shed many of the protective 
measures shield ing the economy from international competition at the same time as it was able to take 
advantage of the widespread opportunities presented by joining the 'world community'. The policies of 
import substitution perpetuated over many years (albeit both cause and consequence of the historical 
po I itical situation and internationa I pressure) now exposed the South A fi'ican economy as largely inefficient 
and uncompetitive. In paI1icular, labour costs were high in relation to output. 
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Added to this is the fact that South Africa could no longer rely on its mineral wealth for prosperity, due to 
the declining value of gold and other raw materials. At present commerce. financial services (e.g. banking) 
and manuL1cturing are collectively responsible for over half of South Africa's output by va lue, and together 
employ approximately 36% of the country's workforce (the government / civil service sector accounts for 
another 31 %). The rate of GOP growth has in recent years decreased from a high of 4.2% in 1996 to 1.9% 
in 1999. Estimates for 2000 are that the GOP growth achieved was approximately 3.2% (Standard Bank, 
200 I ). The same source forecasts positive GOP growth over the next 5 years. 
* '2002* 2004* 2005* 





Table 4.1 South African Economic Indicator's (Standard Bank, 2001) 
Fig. 4.1 shows a breakdown of economic activity in South African, listing the contribution of each sector to 
GDP (value added) and employment. However. these values are highly dependent on developments in the 
international economy. 
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The Distribution of GDP and Employment in the South African Economy (Statistics 
South Africa, 2000; NPI, 1998) 
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4. t The Role of SMEs 
Small and Medium Enterprises (SMEs), whose promotion, development and support has long been 
neglected by the legislative framework, have become a nevv focus area. The development ofSMEs is seen 
as a vital ingredient to the continued growth of the South African economy, and the government is 
attempting to redress these past imbalances. It is widely acknowledged that growth in employment is likely 
to principally originate from small business and the informal sector. S\1MEs (i.e. enterprises employing 
less than 200employees) account for approximately 60 % of all employment in the South African economy, 
and 40 % of its Gross Domestic Product (GOP) (OTt (1998b). Small business development is accordingly 
one of the most important platforms for long-term economic growth and prosperity. SMEs also form 41 % 
of all South African registered enterprises and provide 34.6% of all employment: this figure increases to 
59% (number of enterprises) and 42% (employment) if one includes mica-enterprises (i.e. those employing 
less than 5 employees) in the small business I SME definition (=SMME: small, medium and micro 
enterprises) (OTt, 1998b). 
In addition, the broad accessibility of SMEs make them an important basis from which to generate a more 
equal distribution of income, as they offcr opportunities whereby by the economically disadvantaged 
segments of the population are afforded a chances for economic advancement. As only a small portion of 
the population is in formal large-company employment, South Africa's unemployment problems can only 
be alleviated with small-business development, training and incentives. 
As "ill be shown later, the textile industry consists of a large number of SMEs (see S\1E definitions 
bekm). While SMEs on average have far lower output than large enterprises, they collectively form a very 
significant PaJ1 of the South African textile industry. For statistical purposes, the textile industry is 
esscntially divided into the spinning, weaving and finishing sector, where most enterprises are small or 
medium-sized (employing between 10 and 200 employees), and other textiles. Enterprises falling into the 
other lextiles group (i.e. automotive textiles, blankets, carpets, cordage, stuffed articles etc.) are mostly 
sl/lull-si:::ed enterprises in terms of employment numbers (i.e. <50 employees). What these statistics clearly 
show is that the development and support of SMEs is an integral pal1 to the development of the South 
African textile industry. 
4. t. t Definition of SMEs / SMMEs 
There are variolls means of defining typical Small and Medium Enterprises, both qualitatively and 
quantitatively. In South Africa. there is no single uniform definition, not least of all because different 
sectors of the economy have vastly different operating characteristics. For example, the mining sector has a 
completely different capital structure to that of financing and insurance, and quantitative criteria have thus 
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been adjusted to classify where a firm fits into the SME sector, if at all. This adjustment ensures that the 
relative size and capital I labour structure of the varioLls sectors is accounted for, as opposed to a purely 
quantitative classificatioll. 
Generally, small enterprises in the manufacturing sector are defined as those that have between 10 and 50 
employees, \\hile medium enterprises are those having 51 200 employees in total. A full overview of tile 
qualitative and quantitative criteria ofSMEs / SMMEs is found in Appendix 01. 
4.1.2 Contribution by SMEs / SMMEs 
Within the textile industry, small and medium enterprises play an important role, and make up a large 
portion of textile industry enterprises. Micro-sized enterprises (i.e. less than 10 employees) are often 
included in industry statistics and thus extend the SME categorisation (to SMME). In the textile industry, 
most registered enterprises fall into the SMME category (74%), although the actual figure may well be 
higher (due to the presence of unregistered enterprises). According to figures derived from information in 
the National Census of Manufacturing (2000a), SMMEs contribute 37% to total employment, and 25% to 
the total value of sales in the textile industry, Commonly used definitions of SMMEs can be found in 
Appendix 0 I. For all intents and purposes, the classification of SMEs and SMrvrEs are interchangeable with 
regard to the textile industry, since micro-sized enterprises do not playa crucial role in this sector, Capital 
constraints and the benefits of economies of scale probably account for this, and make textile production 
mostly unfeasible for \ery small players. In other words, while the definition of SMMEs includes l11icro-
sized enterprises, in the textile industry it really is only the small and medium-sized enterprises within this 
category that are of any consequence. 
Significance of SMMEs in the South African Textile Industry (1999) 
Total Textile Sector ! Contribution Towards Total by SMlVlEs 
Table 4.2 
Firms 74% 
Significance of SMMEs in the South African Textile Industry (Statistics South Africa, 
2000; o"n calculations) 
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4.2 The Manufacturing Sector in Numbers 
The manufacturing sector plays an important role III contributing to South Africa's GOP. According to 
official statistics. the manufacturing sector consists of almos1 26.000 enterprises with an output of R 398 
Billion (Statistics South Africa, 2000b). The manufacturing sector's relatively constant contribution to 
GOP- significant at about 25 % - needs 10 be seen as an impOitant driving force in the overall economic 
grO\\th of South Africa. 
The manufacturing sector provides a ready market for many raw material producing industries. Likewise, a 
strong primary sector and the availability of raw materials is important for the manufacturing sector. Fig. 
4.2 shows how manufacturing sector sales have increased significantly over the period under review 
(Statistics South Africa, 200tb). The sector forms one of the core focus areas in the DTJ's integrated 
industrial strategy for South Africa (OTl, 2001 a). The industrial strategy promoted by the government has a 
significant II1fluence on economic activity in general and decisions on an enterprise-level. The 
government's current strategy places great emphasis on knowledge intensive activities and innovation 
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Fig. 4.3 The Manufactudng Sub-Sectors' Relative Contribution to Total Manufacturing 
Output (NPI, 1998; Statistics South Africa, 2001b) 
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4.3 shows that while not being amongst the largest manufacturing sub-sectors, the textile industry 
(and clothing industry) are important contributors to the South African economy. Collectively. the two sub-
sectors contribute over 5 % of total manufacturing sector output while in terms of employment they 
account for in excess of 15 %. These figures are significant. and show the importance of these sectors 
(especially in the light of South Africa's poor employment-creation track record). 
The 3 largest sub-sectors in terms of their contribution to total manufacturing output are the food and 
beyerages sector (l9.8 %), followed by the motor vehicle manufacturing and transport industry (13.3%) 
and the chemicals industry (l1.8%). From an employment perspective. the 1110st important employers are 
the food and be\erages industry (14.2 s,''O) , followed by the machine manufacturing (12.3 %) and the 
clothing industry ( 10 %). 
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Where the relative contribution to (value of) output exceeds the relative contribution to employment, within 
the manufacturing scctor. an Output! Labour (OIL) ratio exceeding <1> \vil1 emerge, 
An OiL ratio of between <0> and < \ > means that a sector's relative contribution to manufacturing sector 
employment exceeds its relative contribution to output. As a result. a ratio between <0> and <1 indicates a 
relative intensive use of labour. but could also point to\vards labour un-productivity within that sector. 
Notably. both the textile and clothing sectors have ratios behveen <0> and <I>. 
Sector OIL Ratio Sector OIL Ratio 
Basic Iron & Steel 2.13 Non-Metallics 0.56 
Basic Nonfel 3.80 Paper & Paper Products 1.71 
Chi Ii· lis 1,55 Print & Publishing 0.78 
Food & Beverages 1,39 Rubber & Plastic 0.84 
Footwear 0.35 Wood Products & Furniture 0.49 
-~ 
Machinery 0.66 Clothing 
~ Metal Products 0.70 Textiles 
Motor Vehicles & Transport 2.46 
Table 4.3 Output I Labour Ratios in the Manufacturing Sector (Statistics South Africa, 2001c; 
DTI 2000; own calculations) 
Table reveals that both the textiles and clothing sectors are labour intensive. This observation is also 
borne Ollt by recent World Bank data, which found that the textile and clothing sectors together were one of 
the most labour intensive sectors within the South African economy (Lewis. 2001). Spccifieally, the textile 
and clothing sector (combined) had a labour I output co-efficient (i.e. number of workers per Million Rand 
output) of 12.07. which significantly exceeded the derived co-efficients of all the other sectors listed above. 
Only agricultural activities, tourism and social services had a greater labour intensity. 
A look at the recent past reveals that in 1980 the manufacturing sector's contribution to GOP \vas almost 
29%, while towards the end of the \990's it had dropped down to just under 25 %. From 1990 onwards, 
o\'<:'rall GDP appears to have grown at a greater rate than that experienced by the manufacturing sector. 
This is not necessarily a positive or negative development as it calls for a closer investigation of the 
circumstances leading to this. These figures may point to the fact that other sectors, such as the financial 
sector and tourism, could have grown so strongly that they have significantly increased overall GOP. 
Alternati\ely, it could also mean that South Africa has lost some of its competitiveness, and has a declining 
manufacturing sector. 'Competitiveness' has been described by a government-initiated panel on the textile 
and clothing industry in t\',o ways (OT'I, 1994): 
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• "As competitive standing, which refers to foreign trade performance". 
• "As the long-term ability to compete, which refers to a country's long-run potential for growth and the 
creation of an economic structure and export composition that adjusts flexibly to rapidly changing 
patterns of world demand. Concisely stated, a country's or industry's competitiveness is understood as 
its ability to create and sustain economic value added in the long term relative to its competitors." 
As the manufacturing sector is one of the most important value-adding contributors to GOP, any loss in 
competitiveness is naturally a cause for concern. The greater the value that is added through the production 
processes and overall transformation of a product, the greater the contribution of a sector to GOP and 
economic grO\\ tho 
The manufacturing sector, in the light of advances in technology, infrastructure and process efficiency, 
could have been leading (and driving) economic growth. The fact that it has not grown at a greater rate than 
overall GOP points to the following fundamentals: (it should be noted. ho\vever, that many of the important 
macroeconomic fundamentals, such as inflation, monetary pol ,political stability and interest rates have 
become significantly more favourable and stable during )999 and early ::2000.) 
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4.3 The Distribution of Manufacturing Sector Enterprises and Contribution to Sales 
The distribution of manufacturing enterprises, and output. is largely concentrated in 4 provinces. These are 
Gauteng. Kwazulul Natal. the Western Cape and the Eastern Cape. Most manufacturing sector enterprises 
are located in Gall/eng (39.6% and contributing 42.9% of total manufacturing output). followed by 
Kwa=ulu-Nmal (21.9% and 19.4% of output). the Western Cape (14.7% and 18.4(~/o of output) and the 
Eos/em Cope (9(% and 6% of output) (Statistics South Africa. 2000a). 
Appendix 03 sho\\ s these output and 10catio11al characteristics of South African manufacturing enterprises 
(i .c. /llimber oj' en/erprises and Olltput). As wi II be shown later, the regional distribution of the textile 
industry correlates closely with the locational distribution of industry in general. 
Tilis chapter outl ined some of the pertinent characteristics of the South African economy. the contribution 
of the manufacturing sector. the important role that SM Es play. and some of the spatial attributes of the 
South African industry's location. 11 thereby sets the basis for an overview of the South African textile 
industry'S operating framework, and reviews its stakeholders. the experience of developed and developing 
country counterparts. the industry's history in South Africa as well as some of the techn ical stages involved 
in the manufacture of textiles. 
'--"--"--~-~----"-""--~ '~------"--'~-'--"-'~--'-'-'-
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5. Background Review and Operating Framework of the Textile 
Industry 
5.1 HistoQ' of the Textile Industry in South Africa 
The h istor), of the texti Ie industry in South Africa spans approximately half a century. Prior to the 1940' s 
the local industry provided some 3500 jobs and manufactured mostly blankets, rugs and sheeting (Textile 
F ederatioll, 1998c). 
It was only after the World War II that the industry grew significantly. Growth was especially strong in the 
1950's, By the end of that decade. 46 mills were producing cotton-based yarns and woven fabrics, 
supplying 90 % of cotton and cotton-blend yarns. as \vell as 42 % of cotton fabrics demanded by the South 
African market. While the industry grew significantly in the ensuing 3 decades, it also faced numerous ne\\ 
problems. Market demand for textiles in South Africa is very unique, encompassing developed. developing 
and undeveloped country characteristics. For example, while the local market generally demands a very 
din:rsified range of textiles. the quantities produced are small by international standards (Textile 
Federation. 1998c). This imposes an inherent difficulty on manufacturers in the textiles industry: to satisfy 
de\cloped-country requirements of variety and quality. yet faced by demand characteristics that seldom 
allow large-scale production and economies of scale, This invariably tends to raise production costs above 
those of international competitors. 
It \\as recognised in the 1950's that in order to protect South Africa's textile industry with all its unique 
characteristics (not least of which was its status of being an important provider of jobs), the government 
had to introduce protection ist measures. These inc luded tariff and vo lume-based restrictions, effectively 
making access to the local market by foreign producers exceedingly difficult. The textile industry thus 
developed as an import replacement industry with high employment ratios (DT!. 1998a). This is, however. a 
situation similar to that of a number of other countries, most notably the U.S., Italy, the U.K .. Canada. 
Mexico and Brazil. which also afforded its textile industry a high degree of protection (OTI. 1994). 
Today the South African texti Ie industry is, in terms of value of output. enterprise size and technology used 
relatively polarised. On the one hand, a number of very large textile manufacturers exist (predominately in 
Kwazlllu-Natal), who account for a large proportion of the overall output as well as employment. On the 
other hand. the majority of textile industry firms are typical SMME-sized enterprises (74%), as is shown in 
Section 6,5. Especially developing countries are likely to feature a large proportion of SMEs, and output. 
productivity and employment growth of the textile industry will then only be possible in an environment 
supportive of the growth ofSMEs. 
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The South African textile industry produces products from natural (cotton, wool, mohair, bast) and 
synthetic (polyester. nylon, acrylic, polypropylene) fibres, yarns (homogenous and heterogeneous blends), 
fabrics, household textiles (curtains, upholstery, bed-linen) technical textiles (geo-textiles, webbing etc) 
and medical textiles (abdominal swabs, bandages, surgical gowns etc. Many of these products are in turn 
used in the manufacture of clothing. Textiles manufacturing comprises a group of interrelated industries 
that usc a variety of natural and synthetic fibres to produce fabrics. 
Statistics naturally provide only an average presentation of the industry, South Africa has on the one end of 
the textile industry some very specialised and efficient textile enterprises, amongst whom are some that 
h<1\e even successfully penetrated Far Eastern markcts (\1aree, 1999). LeT Industrial Strategy Project 
studies have noted a significant gap between produetive firms and others where efficiencies are very 100v 
(Kaplan (200 I). This appears to charaeterise the textile industry. However, these relatively unproductive 
and backward-oriented enterprises are the ones which are now under intense pressure following the 
opening of the South African economy to world trade and increased competition. 
5.2 Overview of the Processes used in Textile Manufacturing 
A number of approaches are utilised when categorising the textile industry into its various components. 
with one of the accepted methods being the categorisation of manufacturing plants according to the Iype of 
fibre being used (US EPA 1978). Mostly. however, especially when defining manufacturing enterprises. 
such categorisation is done mainly according to the Olllplil (i.e. the finished product), and to some degree 
by process. SWlisrics SOlllh Ajhca categorise by using parts of both criteria (i.e. the spinning, H'eaving and 
jillishil1g sector), and then various sub-sectors according to Olltput (e.g. alll0ll70live lexliles, carpelS, rugs 
ele. ). 
There are variolls processes used by the texti Ie industry to process the raw materia Is and transform them 
into finished textiles. The main ra\v materials used in the manufacture of textiles are cotton, \"lool and 
synthetic materials. Some of the steps required are unique to certain input materials used, while other 
processes are llsed irrespective of tile fibre type. The following are the main processes used: 
Spinllillg is a mechanical process whereby fibrcs are transformed into yarn and a hvist is introduced. This 
makes them ready for the further process steps of knitting and weaving. 
Sizing involves the coating of yarn to lend it protection against excessive abrasive action in the weaving 
process, as \\ell as removing some of the yarn hairiness . 
.. -~~ .. -------------... --~ ... 
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Blending is a mechanical process whereby fibres from different bales of wool or cotton are mixed to get 
the right mixture quality. 
Weaving is a dry process (which utilises high humidity conditions to reduce the possibility of breakage and 
tearing of the yarns). 
Knitting is a dry process (which makes use of oils to reduce the wear-and-tear during the process. These 
subsequently need to be removed). 
Desizi/lg involves the removal of the sizing agent that was appl ied, and is usually carried out after the 
weaving stage. 
Scourillg is a process whereby the inherent impurities found in the raw materials are removed. The 
different fibres are scoured in different ways; cotton being scoured with hot sodium hydroxide solutions 
and detergents. wool using sodium carbonate and detergents, and synthetic fibres are scoured in a mild to 
strong alkaline solution. 
Singeillg involves removing the surface hairiness frolll a woven fabric. thereby enhancing its feel and 
appearance. 
Bleaching is a process \vhereby oxidising agents (such as hydrogen peroxide) are used to reduce or remove 
the natural colour of the fabric. 
Jl1ercerising is a process whereby concentrated sodium hydroxide solution is applied to cotton fibre to 
increase its tear strength. sheen and dye-ability. after which the fibre is rinsed extensively. 
Printing involves the application of dyestuffs to the fabric surface. after which it is dried. fixed and the 
residual washed off. 
Finishing is the last step in the textiles production process. and involves various processes to enhance the 
visual appearance of the material. handling characteristics. stain resistance. softening and other special 
properties. 
A typical way of describing the textile industry is thal suggested by the US Environmental Protection 
Agency. using as a basis the generic processes used. and having a bias towards categorisation along certain 
em ironmental (eftluent) guidel ines: 
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Generic Overview of Processes used in the Textile Industry 
Wool Se(m: Woven Fubric Finishing I SlLlCk ul1d Y~rn Dyeing and Ft~ltShing ~ ... 
._. 
WOLlI hi ;hl Knit Fabric i ... -~~-... 
Dr\ P: Carpet Manufaclllrc 
I 
Table 5.1 Generic Overview of Processes used in the Textile Industry (US EPA 1978) 
• Wool Scouring 
This category includes mills such involved in wool scouring and top making, as \vell as general raw wool 
cleaning. It is important to note that wet cleaning processes (into which wool scouring f~llls) have to 
precede dry processes where the 'raw' fibre can be transformed into yarn or fabric. 
• Wool Finishing 
This category includes finishing processes, as \,vell as dyeing. bleaching and rinsing, and is one of the 
texti Ie production stages that are characterised by large quantities of chemicals (including hazardous 
chemicals such as chromium and phenols) and resultant high effluent loads. Before continuing to dry 
processing, the fabric is usually dyed. 
• Dry Processing 
The textile mills fall into this category are involved in yarn manufacturing, yarn texturing. fabric coating 
and carpet tufting. amongst others. Weaving, for example, is a dry operation. and generally requires a high 
degree of humidity. For this reason, a large portion of weaving operations in South Africa are performed in 
factories located in Kwazulu-Natal. as the region generally has the highest humidity and is thus conducive 
to operations of this type. 
• Wonll Fabric Finishing 
This category consists of two sub-groups. one dealing with the cleaning and / or modification of the cloth. 
while the other involves the dying, printing. special-tlnishing and other processes. 
• Knit Fabric Finishing 
A number of different specialised product categories fall into this group. including outerwear, underwear. 
hosiery and knit fabric goods, Processes used in the manufacture of the above categories include bleaching, 
dyeing. water proofing and printing. which are similar to the processes llsed in \voven fabric finishing. The 
main difference. however, lies in the fact that a far lower effluent load emanates from these processes as the 
sizing andmercerising processes are not required here (see previous description of these terms). 
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• Carpet Manufacture 
Carpet manufacture predominately involves the use of synthetic fibres as input materials, although cotton 
and \Vool is also used. The process categories found in this grollp include bleacbing. scouring. dyeing. 
\yater and name-proofing, amongst others. 
• Stock and Yarn Dyeing and Finishing 
The main difference between yarn dying and finishing and woven fabric finishing lies in the fact that no 
sizing (and de-sizing) processes are required with yarn dying. Processes used in this category include 
cleaning. scouring, mercerising, bleaching and dyeing. 
A further classification. which groups the textile industry according to process and product (output) 
criteria. is also commonly used to describe the textile industry. Fig 5.1 is adapted from an IDC report 
(1999) that analysed the spinning. wearing alldfillishing sector of the textile ind lIstry. 
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5.3 The Textile Industry in the SADe Region 
Due to the relativc abundance of raw materials and ease of developing at least a basic textile manufacturing 
capacity, the textile industry exists in most if not all member countries within the Southern African 
De\'elopment Community (SADC). The SADC countries consist of the following: Angola, Botswana, DR 
Congo, Lesotho, Malawi, Mauritius, Mozambique, Namibia, Seychelles, South Africa, Swaziland, 
Tanzania, Zambia and Zimbab\ve. Together, the SADC has an annual economic output of approximately 
"US $ 170 Billion and a potential market of 180 Million consumers" (Sikhakhane, 2000). 
Accord to research conducted by Valentine (1998), a large part of the SADC countries' trade of goods 
consists of intra-regional trade. It is very likely that the SADC Free Trade Agreement (see Analysis in 
Section 8.2), implemented on 1 September 2000, will increase the volume of trade within the region, 
especially as tariffs and other more institutionalised trade barriers for 1110st industries will fall away, or be 
substantially reduced, It is further I ikely that the enactment of the A frica Growth and Opportun ity Act 
(AGOA, see Section 8.3) on 1 October 2000, with its stringent Rules olOrigill requiring SSA-sourced 
input materials, will lead to greater regional trade and thus provide important stimuli for the expansion of 
the regional textile industry. This should in turn lead to greater capital flows for investment. However, at 
least one source cites reports by the Afi"ican Development Bank which highlight the problem of high 
regional transp0l1 costs (Sikhakhane, 2000). High transport costs are a greater barrier for exporters to the 
LS from African markets than the CS' remaining import tariffs, especially for non-qualifying items under 
the AGOA. 
A table showing the main non-service industries in the SADC in terms of output employment and export 
volume is provided in Appendix 02. This reveals that the textile industry ranks 11th in terms of the greatest 
olltput-producing good\' sub-sectors, while the clothing industry ranks 13th . In terms of employment. the 
textile industry and clothing the industry are the joint 7th greatest employers in the region, with the top 
employment sector being agriculture. From an export perspective (exports as a % of non-service exports), 
the texti Ie industry ranks 6th . 
In terms of (intra-regional and international) clothing exports within the SA DC region, the comparative 
ad\antage in production lay with Mauritius, South Africa, Zambia and Zimbabwe. Collective data for the 
region as a \\hole re\eals that the sector "textile fibres" was one of the few that enjoyed a comparative 
advantage in terms of trade performance during the year of measurement (1995) (IDe. 1998). These 
observations need to be seen in the context that they mostly relate to the period 1991 1993, due to the 
inherent difficulty in obtaining and generating comprehensive up-to-date data for the region as a whole. 
With changes in training and productivity, inflation, politics, monetary policy and its impact on capital 
costs and exchange rates, the situation is constantly evolving and may now be quite different to that period. 
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On the whole, the textile industry plays an important role in the region, especially in terms of employment 
creation. but also in terms of its link with the regional clothing industry (which employs 265000 people) 
(CSIR, 2001). The African Growth and Opportunity Act (AGOA). which is analysed in Section 8.3. is 
likely to have a significant positive intluence on the region's textile and clothing industries. Subject to 
certain conditions being met, exports frol11 the clothing industry will be allowed duty-free access to the 
U.S. over the next 8 years, which \vill in turn generate significant demand tor the region's (up-stream) 
textile industry. 
This direct link between the textile and clothing industries referred to above (the clothing industry being the 
major purchaser of SADC produced texti les). makes it useful here to provide a very brief overview of the 
scale of clothing production in the SADC, it having been impossible to obtain similar data for textiles 
(CSIR. 2001). 
Clothing Production 
Country Million Units Rank 
.·\ngo!; Negligible Nia 
-~ .... ~-------..... ---... --~--... 
Ilohllarw 16.0 6 
DR Congo Negligible i N!a 
I ;olh, 540 ! 4 
Malml 27.5 5 
~'-.---
\1 aurttius 149.5 2 
~ .. 
.I\'lo,13mhique ! 6.5 9 
'\,lI11ihla 1.5 ]0 
SIC! chelles Negligibl l ! r-..'a 
... _---.... _--.. ... ----... 
South Afril 463.5 1 
SI\3.dland 14.5 7 
lanzania 10.0 8 
f--... 
i'al11bia 0.5 11 
limbaLm c 61.5 i 3 
r-----:-- ... _---... _---.... _---... 
TOTAL 805.0 I Nole: Data c:dudes knitw ( 111, ers) and hosiery (socks elc.) 
Table 5.2 Clothing Production in the SADC (CSIR, 2001) 
5.4 Developed Country Experience 
The textile industr) in most developed countries is facing major structural change and related challenges, as 
it moves from one that was heavily protected and subsidised to one that needs to become internationally 
competitive. The problems in the textile industry of developed countries are sometimes blamed on the 
declining competitiveness in relation to textile exports from developing countries. 
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According to a report commissioned by the World Bank (1991). the mam adjustment strategies 
implemented by such (developed) countries are 
• Government support through protectionist measures (US. EU) and subsidies (UK, Italy and France) 
• Efforts to reduce production costs through modernisation of equipment (UK, Germany. Japan), through 
mergers. divestiture and direct foreign investment overseas (US, Germany, UK), and by use of 
immigrant labour and outward-processing trade (Gcrmany. France, US) 
• Product innovation and process flexibility (Italy, Japan) 
The above-mentioned report was used as the basis in obtaining details relating to the textile industry 111 
various developing countries (World Bank. 1991): 
The United States 
The l.:S textile industry has evolved in a climate marked by significant protection. Between 1960 and 1980 
only 8% of domestic textile consumption was imported, but higher import levels since then led to calls for 
greater protection of the industry. Notwithstanding the protection, the industry has over the years invested 
in a modern stock of equipment and has followed a mass-production strategy with SLlccess. It has also not 
neglected produet innovation and marketing. However, the strong performance of the US $ is increasingly 
eroding the industry's international competitiveness. and is leading to a greater degree of US (export) 
market penetration by foreign firms. Bilateral and multilateral trade agreements (e.g. NAFTA, WTO rules 
etc.) are increasingly opening up US markets. Also, the recent enactment of the US Africa Growth Act (see 
Section 8.3) will lead to African imports increasingly penetrating US markets. However. on a relative level, 
while the Act allows for significantly greater access by African exporters (from less that I % to 3.5% of US 
textile imports over 8 years), such numbers are still small relative to the size of the US market. 
Gel'many 
The German textile industry has not received an excessive amount of assistance from its national 
govcrnment. although it has often been helped by local governments (depending on the sector's relative 
importance in a pal1icular state) or financial institutions (who often hold equity stakes in textile industry 
companies). The country's industry has attempted various strategies, including high-value niche market 
specialisation. as \\ell as high-volume production by achieving economies of scale through vertical and 
horizontal integration. It would appear that, notwithstanding the industry's integration and streamlining of 
operations. its high-value added specialisation has been more sllccessful than competing with mass-
producers from other countries. 
_ .. __ ... _---
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Japan 
Japan's share of world textile exports decreased significantly between 1970 and 1980 as competing nations 
sllch as Korea. Taiwan and Hong Kong captured most of its export market share. The country's loss III 
competitiveness was largely blamed on rising labour costs. 
The Japanese industry's adjustment process can be summarised as follows: 
• A greater emphasis has been placed on knowledge-intensive production, which has gIven Japan a 
competitive advantage in this field 
• The labour-intensive segment in the textile industry has almost completely vanished (downscaled or 
relocated to other countries) 
• The mass-producing (especially synthetic) yarn and tibre enterprises have also generally moved 
offshore. where Japanese 'textile' capital is presently being used more productively 
• Small and Medium Enterprises have started specialising in high quality and high value-added 
production with great success 
Overall. the outlook for the Japanese textile industry is far more satisfactory than that of similar developed 
countries. although the general economic slowdown experienced in the late 1990s has signiticantly 
cunai led the industry growth. 
Nonvay 
Norway. as well as other Nordic countries, originally attempted to foster a broad-based textile industry. and 
was active in lending financial and other support to its textile industry. However, the country has realised 
that some of these efforts were unsustainable, and has subsequently abolished its aid schemes for the textile 
industry (consisting of subsidies, low interest schemes and restructuring grants). Since then, tariffs on many 
textile and clothing items have either been reduced or abolished. Items originating from EC states or least-
developed countries enjoy duty-free access to Norwegian markets. while imports from all other countries 
face high import tariffs and quantitative restrictions. 
Italy 
i\Nwithstanding relatively high levels of government intervention and protection, the Italian textile 
industry has been able to achieve significant growth and success in areas vvhere it has a comparative 
advantage (especially in design quality and marketing). Italy's textile industry has subsequently become the 
largest net exp0l1er of textiles in the world, notwithstanding the fact that labour costs in Italy are high. 
These (high) costs have to a large extent been negated by high levels of productivity, high levels of 
branding and marketing. as well as a focus mainly on thc upper end of the market (i.e. niche markets. 
quality designs, export etc.) . 
.. _----------- ------- --------~ 
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In italy, one of the most important reasons for the successes had by the textile industry is the combination 
of government-led support structures and private-sector decentralisation and co-operation. Industry support 
included nationalisation of large. ailing textile firms, concessional loans to textile enterprises through the 
Texrile ;V/odernisoti()}I FUlId, and government rebates offered on some labour costs. The private-sector 
initiatives have lead to the thriving of SMEs, flexible specialisation and a focus on high-quality products. 
It is said that lip to 90% of Italian textile enterprises employ fewer than ten individuals, while 70% employ 
less than three. Most of these enterprises are clustered in the Prato region of Italy. where a strongly 
decentralised system of co-operation between the \"arioLls companies along the production and supply 
pipeline has lead to (collectively) significant addition of value to the final industry output (Maree, 1999). 
5.5 Developing Country Experience 
Due to the relative easc with which the textile industry can be established, the textile industry has become 
an important manufacturing cornerstone in many de\"eloping countries. It uses significant amounts of 
labour. a resource that developing countries generally have abundantly. However, it is only in those 
cOllntries where this supply of labour is matched by significant efforts in training the workforce (i.e. adding 
knowledge through investment in human capital) that the textile industry has had a chance of becoming a 
competitive industry. Within the greater manufacturing sector, the industry is an important consumer of 
materials and services. and many upstream and downstream industries depend on the texti Ie industry 
directly or indirectly. 
Thc textile industry thus often serves as a cause and catalyst for other industrial development, and provides 
a market for goods and materials in upstream industries and the primary sector. In Africa, the textile 
industry has been a pal1iclilarly significant engine for growth in Morocco and Tunisia {Mbcndi, 
1999).While it still requires substantial investment in machinery & equipment often imported at great cost, 
a number of the processes can be completed with a factor-of-production bias in favour of labour inputs. It 
should be noted, though. that low-cost labour per se is an insufficient variable to guarantee a comparative 
advantage in this sector, as low productivity (as is often the case in South Africa) negates many of the 
benefits of low-priced labour. Poor productivity levels, due to lack of training and an inefficient capital! 
labour mix. may eradicate some of this advantage. Management inefficiency often compounds this 
problem. A pre\ious report noted that some of the developing-country comparative advantage (due to 10\\ 
labour and other input costs) has been lost in recent years to developed countries (Gilfillan, 1997). These 
ha\c made use of efficient cutting-edge technology to significantly enhance overall productivity. 
In addition. developing countries have frequently seen low levels of investment, particularly in 
infrastructure and logistics, which have consequently retarded the growth of the textile industry (Kaplan, 
2001 ). 
.~---------.. -~~ .. ----~ .. --.. - .. --.-----
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5.6 Technology Aspects 
The development of technology in the textile industry can roughly be divided into three stages (Maree, 
1995). The first of these stages, having commenced in the 1 8t l! century and lasting to the pre World War It 
\-vas based largely on English spinning and weaving technology used for the manufacture of natural-fibre 
textiles. based largely on cotton. The 1930's to 1960's were dominated by USA-developed technologies, 
mainly for thc production of labour-intensive synthetic and blended fibre textiles. 
Since the 1960'5. the emphasis has changed once again, this time to foclls on labour-saving, and is 
dominated by European and Japanese technology (Toyne, 1984). One of the most important factors 
precipitating this shift is the fact that technological innovation had a widespread impact on making textile 
technology \\idely available, as opposed to being the propriety technology of particular textile 
manufacturers (Maree. 1995). 
Looking at South Africa. a polarisation of technology is visible. South Africa's textile industry shares a 
C0111111011 background of having been largely shut off from the rest of the world during the previolls 
dispensation, due to international sanctions as well as an inward looking political and economic climate. 
This adversely affccted the replenishment of the industry's capital stock (including machinery), and 
resulted in the use of outdated and inefficient technology. However, since the political (and with it the 
economic) climate liberalised. different trends could be noted. Some textile compan chose not to 
replenish their capital stock (due to a number of voluntary and involuntary reasons, mainly the high cost of 
capital), and often tried to reverse the trends towards increasing globalisation and waning protectionism. 
Others. either due to readily available financial resources. a f<xward looking approach. or both, replenished 
their capital stock by investing heavily in new technology. and improved their local and international 
competitiveness. At present. therefore, the South African textile industry consists of sections that utilise 
outdated or inefficient technologies, while other sections are at the cutting edge of technology and 
successfu l1y compete internationally. 
Whi Ie statistics. by definition, usually provide and average and perhaps paint an ul1necessari Iy bleak 
picture. significant sections of the South African textile industry possesses the ability to compete 
successfully in this technologically advanced field. Examples include Brits Textiles, a Cape-based 
subsidiary of the listed Sew'del Goup, which specialises in technical textiles and produces motor vehicle 
seat textile fibres for a range of vehicle models built locally for the whole world (Capstick-Dale, 2000). 
Another example is Gelvenol' (part of the Avtex Group) in K,vazulu-Natal, whose products include high-
tech medical fabrics and geo-textiles. as well as highly specialised parachute material for the local and 
international markets. Further examples include flldllstex (geo-textiles. industrial fabrics) and Frame 
(diversified range including geo-textiles and industrial textiles). 
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5.7 Identification of Major Stakeholders 
There are a number of Role players that directly or indirectly affect the operations of the textiles industry. 
The role- players in this section go beyond the traditional 'triangle' of government private sector labour 
organisations. and have been expanded to include industry support, non-governmental and research 
organisations. Each have a significant influence on the direction the industry is going; however, due to the 
globalisation of trade and financial markets, various exogenous variables also significantly affect the local 
industry. The local role players thus have to combine their influence to steer the industry in response to 
local conditions as \\ell as foreign influences. 
5.7.1 Government 
The government plays a fundamental role in both regulating, supporting (and taxing) the textile industry. 
This includes its role in implementing and enforcing the legislative framework for the industry. and (after 
consultation and consent) drawing up protectionist measures and tariffs where needed. This is no easy role. 
and needs to be done with the utmost of care. The government is also a signatory to various trade accords, 
committing it to a dismantling of tariffs. This means it does not have much leverage in this regard. 
FUI1hennore. it is the role of Government (local Government in particular) to enforce the industry's 
compliance with environmental legislation. This is a difficult role, especially in the face of the often cited 
situation of inadequate manpower. 
One of the most important and relevant roles the government plays at present. and something which has 
caused much debate in the textile industry, is its role in controlling 'dumping' by foreign country's textiles 
sectors This it does mainly by imposing punitive tariffs where sueh cases are found to exist, although the 
imposition of any trade barriers is becoming an increasingly ditIicult method to rely on, especially in the 
I ight of the internationa I trade agreements the government is signatory to. 
The government especially through the Department of Trade and Industry (DT!), also draws up support 
measures where these are found to be necessary. These suppol1 measures, usua lIy in the form of financial 
assistance at reduced interest rates, include SPII (Support Program for Industrial Innovation), the DCCS 
(Duty Credit Certificate Scheme) and EMIA (Export Marketing and Investment Assistance Scheme). 
The DTl's role is not only the regulation of trade. industrial and related issues, but also the planning and 
promotion of the South African industrial sectors and business development in general. Especially in the 
light of rapid opening of our markets, the industry is often ill-prepared to face the increased competition. 
financial support measures can fill the important role of assisting firms to become more competitive, 
helping to avoid excessive trade (and Balanee of Payments) deficits. They may, however, not act as a 
disincentive for the industry to become more efficient. 
---.--~--.. --.. ------ ---,------_ .._-- ... -
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Besides trade issues. the government is also responsible. at least in PaJ1. for education and training issues in 
the textile industry. mainly through its department of labour. For this purpose Sector Education and 
Training AUThoriTies (SETA) were established during March ::WOO (in terms of the Skills Development 
Levies Act 9 of 1999). replacing the Textile Industry Training Boards, The Clothing. Textiles. Footwear 
and Leather (CTFL) SETA's mission is to "develop and enlarge the skills base of all those employed 
within the CTFL economic sectors through the promotion and implementation of effective learning 
programs and skills planning which will advance \vorkplace security and productivity as part of this 
process" (Textile Federation, 2000b), Some of the SETA's responsibilities have been delegated to 
chambers closer to the main (relevant) manufacturing centres, based as follows: Clothing (Cape Town), 
Textiles (Durban). Footwear and Leather (Port Elizabeth). The SETAs are made up of an equal number of 
employer representatives of the variolls industry sub-sectors and trade union (SACTWU) representatives, 
The gO\ernment is also the main shareholder of the Industrial Derelopmellt COf1)orofioll (lDC), a financing 
authority that invests essentially in industrial project mainly in the SADC region. The IDC's Textiles 
Strategic Business Unit (Textiles SBU) provides finance to new and existing enterprises in the clothing and 
texti les (as \vell as the leather and footware subseetors) (I DC, 20(1). It is the stated goal of the IDC to 
assist in making these industries internationally competitive, The Textiles SBU thus considers applications 
from industry-players along the value chain, from fibre production right through to the manufacture of final 
products such as garments. household and industrial textiles (IDC, 2001). [n practice, stringent (minimum) 
loan requirements as well as the need for collateral put IDC beyond the reach of many of the smaller texti Ie 
manufacturers in South Africa. 
5.7.2 The Private Sector (including Industry Organisations) 
In a free market economy. the private sector plays the important rolc of investing its resources in the t~lCtors 
of production to produce the greatest possible output. The private sector ultimately drives the industry. 
reacting to the various market signals. For this reason it is imperative for all role players to create the right 
conditions that are conducive to increased investment and output. By stimulating the private sector through 
favourable market conditions the greatest hope exists for significant growth and employment creation with 
in the textiles industry. 
A number of private sector associations (such as the Textile Federation. the Clothing Federation and 
Clotex) exist that collectively promote the interests of the textile industry, and represent the industry's 
viewpoints at negotiations with the government, employee organisations and foreign trade bodies. They 
also play an important role in creating and promoting active dialogue not only betvveen themselves and 
textile enterprises. but also on an intra-industry level between the various firms, 
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The Textile Federation (Texfed) is the most important of the textile industry organisations, due to its 
membership coverage (in excess of 50 companies, including the JSE listed ones) and wide-reaching 
agenda. Its membership coverage within the textile industry consists of the following segments: fabric 
knitting (±75%), \\001 and worsted (± 100%) and cotton / polyester / poly-cotton 80%), In the survey 
conducted in the South African textile industry (see Appendix II), 76% noted that they were members of 
Texfed, The principal functions of Texfed consist of (Textile federation, 2000c): 
• The monitoring of the effect (~f intemotional trade 011 the SOlIth Aji'ico17 textile imillstrv 
• The gathering. allah's;s and dissemination of statistics Oil /IIoffers ('(JIlcem;IIg the lextile indllslr}' 
• Pllhlicitl' ulld Pllblic relatiol7s 
• Gel/eml illforl/wl iOIl services 
• Assisting in lrail/ing and edllCaliol1 matters 
• Geileral adlllillisiratil'e sen'iees 
Te"fed acts both as Secretariat for a number of similar associations and directly in matters of overlapping, 
common interest Where required, Texfed also provides individual service to these associations, which 
include (Textile Federation, 2000c): 
• SOlltll A/i-iean COffon Textile lvfanufacturers' Association (SACTMA) (represents wide interests 
indud spinn ing and weaving of cotton and cotton/synthetic blends. fabric coating, proofing 
activities and the manufacture of narrow fabrics and trims: 
• SOl/lh A/"ie'oll Worsted AlwllIfaclurers' Trade Associalion (SA WMTA), This association has 2 sub-
divisions, i,e, \Vorsted Spinners/Weavers, and Worsted Spinners, being concerned with industrial and 
domestic knitting yarns, while the waving section members have integrated spinning operations both 
for their own use and for industrial yarn sales; 
• !VatlO/wl Fobric Knillers' Trade Associalioll (NFKT A) which represents the interests of the Fabric 
Knitters (both \veft and warp knitting in all fibres and yarns. and the dyeing, printing and finishing of 
these fabrics): 
• Fibre Group, being made up of Corporate Texfed members, namely Hoeclisl and SANS, 
Ctole.\', on the other hand, is ajoinl textile and clothing industry committee functioning with the specific 
purpose of seeking ways to encourage co-operation between players in the (textile and clothing) pipeline, 
improving response times and improving efficiencics, 
The South AfriCClll Textile IndusI!",}' Export Council (SATlEC) is an organisation that promotes South 
African produced textiles to the international arena, It was founded to "develop the export of South African 
textiles to world markers" (Viljoen, 2000), and aillls to expose and make available South Africa's diverse 
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range of textile products and related services to international markets, It focllses mainly on the following 
categories: fibre, yarn, fabric (apparel, home, automotive and technical), made-lip home textiles and made-
up technical textiles (SA'T'IEC 2000), 
Besides the dedicated lex/ife induslry associations, a number of associations exist that represent both the 
upstream and downstream industries of the textile industry, These include CoNan South Aji'ica (which acts 
as a cotton industry representative and advisory body) as well as Clo/ed (which is the industry 
representative of the clothing industry and acts as an important consultant to the government regarding 
policy formulation etc). Further up-stream and downstream associations include the South A/rican Wool 
and A10hair Processors' Association, various provincial Clothing Manufacturers' Associations, the 
National Clothing Federation of South Africa and the South .1/ric(ln Dyers' and Finishers' Association, 
5.7.3 Labour Organisations 
The main trade lInion representing the interests of workers in the textiles industry is the South African 
Clothing and Textiles Workers Union (SACTWU), with approximately 120,000 members, SACTWlFs aim 
is to regulate relations between members and their employers and to protect and further the interests of its 
members (SACTWU, J 999). 
Trade unions are sometimes perceived as not being accommodating to the concerns of an industry and 
unable to understand market forces, especially those that result in restructuring and job losses, or require a 
more flexible labour market. Strikes and collective labour action in recent years are likely to have 
contributed to a rise in per-unit labour costs, and subsequent losses in international competitiveness. There 
are. however, indications that organised labour and employer representatives are starting to find 'common 
ground', \\hich would be the basis for identifying common internal and external problems, as well as 
devising strategies for successful employer-employee relations. 
In fact, the South African economy's manufacturing sector has often been described as un-competitive due 
to its low productivity. There appears to be a need for greater debate in South Africa about a more modern 
form of trade-unionism. where a mutually beneficial relationship between employers and employees is 
promoted (based on partnership), rather than the old system of confrontation and authoritarianism. There 
appears to be some signs of a paradigm shift within trade unions. away from the image of unions being 
'"v\Orkers in red shirts". ",protesting, \\hi Ie their leaders are " ... making fiery speeches, often against 
capitalism" (Haffajee, 2000). SACTWU has joined a number of unions in South Africa that nmv have 
imestment anns, with its income from such investments exceed ing lin ion members' contributions. Wh i Ie 
most of the union's investments are in so-called 'New-Economy' companies. SACTWU has also acquired 
three companies from \\ ithin the clothing and textile sector: Zenzeleni clothing, Mosana hand-\veavers and 
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Beier wool. all of whom having been turned around from loss-making entities that were in liquidation, to 
profitable ventures (Haftajee, 2000), 
5.7,4 Non-Governmental, Support and Research Organisations 
Non-Governmental CNGOs) and other support organisations play an important role in the textiles industry. 
Many donor organisations such as the Danish Environmental Aid Agency (DANCED), contribute strongly 
to the development of cleaner production programs and technology transfer in this industry. 
Academic research IS conducted by varIOUS academic institutions. including universities such as the 
['/lll't'r.litl· 0/ Cupe TOll'll (UCT) and the University 01 Natal (Pollution Research Grollp PRG). Such 
research is often done in collaboration with industry and "semi-governmental" organisations such as the 
ff/oter Rt'search COl/lmission (WRC), although the WRC merely facilitates research through the granting of 
financial assistance. Training and formal education were provided mainly by the Textile IndusflY Training 
Bourd (TITB) and the Natal Technikon. The TlTB, however, ceased to exist during March 2000 (Bowen, 
2000). with the responsibility for training now falling under various Sector Educatioll und Training 
Allthorities (SETAs), The mission of SETAs is describcd under the GOl'emmenl subsection. Other 
educational institutions. such as the Peninsula Technikon, have recently introduced textile training courses. 
Other "semi-gorernmental" organisations include the Centre for Science and Industria/ Research (CSIR) 
\\ ith its Textile Technology Division (Textek) (responsible for research). Two internet-based initiatives 
\\ere launched by the CSIR in conjunction with the DT!. being Texweb (which provides a variety of 
information. including summaries of key issues facing the Southern African industry) and T1MSSA (focusing on the 
textile pipeline on a regional! SADe level). Another organisation, the EnvirollIllental l,"fonitoring Group, has 
been involved in assessments of general environmental performance of va rio liS manufacturing sectors. The 
South Aji'ican BI/real! 01 Standards (SABS) is responsible for testing and setting some of the industry 
standards (quality and environmental), while the National Productil'ity Instill/It' (NPI) is responsible for 
finding and implementing productivity-enhancing improvement options. 
This section outlined the extent to which the textile industry has developed in South Africa over the past 50 
years. and recounts some of the experiences of this industry in other developing and developed countries. 
Important stakeholders were identified, including Government. the private sector and industry 
organisations, labour organisations and NGOs, support and research organisations. All of these play an 
important role in the dynamics of the textile manufacturing industry. This section thus provides a basis 
from which to explore and analyse the South African textile industry in terms of its locational attributes, 
sales, employment and levels of investment. 
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6. Analysis of the South African Textile Industry 
6.1 Locational Characteristics 
The largest concentration of textile industry enterprises is situated in the Gauteng region, followed by 
K\\azldu/NataL the Western and the Eastern Cape. While the Gauteng region may have the largest number 
of registered enterprises in absolute terms, the vast majority of the larger enterprises are located in 
K\\azulu/Natal and the Western Cape. Nodes of concentration in KwazululNatal include Durban. 
Newcastle. Empangeni, Hammarsdale and Pietermaritzburg, while in the Western Cape these include Cape 
Town. PaarL Wellington and Atlantis. In Gauteng, the industry is located mainly in the greater 
Johannesburg and Pretoria areas, as well as Witbank, Brits and Rustenburg. Most of the large. publicly 
listed companies are located in Kwazulu!Natal, especially in the Durban Metropolitan Area (Durban. 
Prospecton. Pinetown etc.) and Haml11arsdale. The latter is an example of an industrial development node 
that is to a large extent dependent on the textile industry. In the Western Cape the number and size of 
textile companies is also substantial, while its linkages \vith the Western Cape's clothing industry are of 
particular importance. 
The Distribution of the South African Textile Industry (based on Statistics South 
Africa, 1996, own projection) 
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As can be seen in Figure 6.1, 648 textile companies (accounting for 92% of the total) are located in the 
coastal provinces of the Western and Eastern Cape and Kvvazulu/Natal, and well as inland in Gauteng. 
Important drivers of the location of the textile industry in these areas include access to competitively priced 
factor inputs (especially labour), access to support and service industries (logistics, telecommun ications) 
and a ready market for the industry's output (i.e. the clothing industry). In Kwazulu(\Jatal, environmental 
factors (such as high humidity levels) also play an impOJ1ant role, being conducive to the manufacture of 
texti les. 
In addition, with the exception of Gauteng (which has the greatest overall manufacturing output in the 
country), the other three provinces referred to above all have close and reliable access to harbour facilities, 
which is an impoliant factor in the international trade of textiles. The Western Cape has use of the Cape 
Town port facilities, while the Eastern Cape has major ports in Port Elizabeth and East London (and soon 
in C oega). K wazululNatal has access to the Durban port faci I ities, with the bulk of texti Ie industry 
enterprises in this region (including Hammarsdale) being within 40 - 50km from the Durban harbour. 
6.2 Sales Output 
The textile industry is a large and significant industry in South Africa, and an important contributor to the 
South African economy in many ways. These include its contribution to GOP and employment (it is the 
14'" largest manufacturing sector, and largest manufacturing sector employer), and the direct and 
indirect importance of the textile industry to the many up-stream and down-stream industries it relies upon, 
or that rely on it. In terms of volume, the texti Ie industry produced 619,316 t of textiles during 1999, \vhich 
equates into roughly 15 kg per capita (based 011 an assumed South African population of 40 million) 
(Statistics South Africa. 2000c). Domestic consumption of texti les is varied in nature (ranging from low 
cost and quality to high cost and quality), and is likely to be in excess of the derived 15 kg per capita due to 
the unfavourable trade balance (South Africa is a net importer of textiles), This compares with an average 
of 21 kg per capita in developed countries (DANCED, 2000). 
The nominal sales output recorded by the textile industry during the 1990's has increased from R 5.7 
Billion in 1990 (clothing sector: R 6.0 billion) to R 10.2 billion in 2000 (clothing sector: 10.5 Billion). As 
these figures are nominal values, and taking into account that the grO\vth rate of nominal output can be 
derived at a being a little over 5 % p.a .. it soon becomes clear that textile industry sales are unlikely to have 
kept ahead of the inflation rate. In fact, using constant 2000 prices, the real value of textile sales has 
decreased by almost 15% over the last 5 years (1996-2000). The latest available annual figures (for 2000) 
show that nominal sales have rebounded by 4% year-on-year since 1999. 
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Textiles sales as a percentage of total manufacturing sector sales are just over 2 %, and have declined 
slightly since 1995 (2.9 %) to the latest available figures for 2000 of 2.3 % (Statistics South Africa, 200 I b). 
The textile sector's contribution to South Africa's GOP IS approximately 0.7%. It plays an important role in 
regional and local economies, especially in those areas where most of the Industry is located (Western 
Cape, K \\ azulu t\' atal and Gauteng) (OTI and IDC, 1998). The distribution of texti Ie industry enterprises is 
sl1O\\ n in Section 6. I. 
The Western Cape's texti Ie ind lIstry accounts for 25% of the country's texti Ie output, whi Ie the K wazulu I 
T\atal region contributes approximately 29% to the total textile industry output (October, 1996). While the 
output of the K wazulu i Natal textile indllstry has always been significant, the strong presence of the 
clothing industry in the Western Cape is likely to continue providing and important impetus for the textile 
sector in this region. It also appears likely that the traditional linkages between the clothing and textile 
industry will be strengthened to take advantage of benefits offered by international free trade agreements 
(FTAs) such as the African Growth and Opportunity Act (AGO A, see Section 8.3) (Thomas, 2001). 
Greater co-operation should ensure a significantly greater chance of providing price effective and high 
qua I ity outputs to i nternat ional markets. 
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6.3 Number of Enterprises and Categorisation of the Textile Industry by Type of Activity 
There are approximately 700 textile enterprises in South Africa. which equates to approximately 2.7% of 
all enterprises (25.900) active in the manufacturing sector (Statistics South Africa, 2000a). While this 
number refers to the time period of the last comprehensive manufacturing census in 1996. it is used here as 
a basis as no reliable or comparable recent data are available. These enterprises are categorised as follows: 
Major Group: : Number of Percentage of Percentage of 
"Spinning, Weaving and Finishing of Textiles" Enterprises Industry Output Industry Output 
(Total = 151): data)" : ('96 census data)" ('00 data)b 
Acti\ ities in ReSPect or Animal Fibres. including Wash 
6 3°0 N/a 
and CGnIing of' \1,001 
Spinning. Wea\ and finishing )1' Animal Fibres 7 44% N/a 
Spinning. Weadng and Finishing of'Vegetable fibres . 102 4% N/a 
Finishing of'Purchased Yarn~ and FIbri, 36 .9% : :-.l/a 
SUB·TOTAL: 151 60% 63°/" 
Major Group: 
"Other Textiles" (Total =550): 
Blankets. Furnishing and Stufl't:d Articles 134 8°/ cO :-.l/a 
rents. Tarp; Iii Sai I: and other Can' Goods 80 7°· _.0 ! N/a 
Amomoti\e Textile Goods 20 ! 5% Nia 
Other Textile Articles 168 9% . N/a 
Clrpc Rugs and i'.lats 31 ; 7°'0 . N/a 
Corda: Rope. T\I inc and Netting 14 1% Nia 
f\lulluJ'acllirc of'Tc:xliles not c!scI\!lere Classilied 103 8% N/a 
SlJB-TOTAL: 550 40% 37 % 
TOTAL number of enterprises in South 
African TEXTILE INDUSTRY 701 100% 100% 
Notes: 
": 19% data: Statistics S.\ Census 19%, (rricHscd 2000) ": 2000 data: Stll tistics S.-\. SIll tistical Release 1'30-t 1.2, (200 I) 
Table 6.1 Total Number of Enterprises in the Textile Industry by Type of Activity (Statistics 
South Africa, 2000a) 
The spinning lleal'ing ond/illishing (SWF) sector makes up just over 21 % of the total number of textile 
firms in South Africa. while contributing 63% to the total vallie of industry output (up from 60% in 1996). 
The rest of the textile industry is classified as "other textiles" (OT), and accounts for almost 80% of the 
totallilllllber of enterprises, whi Ie contributing 37% to the total mille of industry output (down from 40% in 
1996) (Statistics South Africa. 200 I). 
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One needs to be aware of the inherent limitations of these statistics, as they do not capture companies that 
are un-registered (especially in some of the decentralised areas), or the informal sector. The 'unregistered' 
enterprises are likely to mostly fall into the group "other textiles" (e.g. canvas goods, stuffed articles etc.), 
although the problem with capturing these statistically may slightly distort the real picture. T'he informal 
sector in the textile industry (on the manufacturing side) is likely to be insignificant. and much smaller than 
that in the clothing industry. Here unregistered 'home industries' consisting of micro-enterprises are likely 
t,) make lip a sig.nificant number. 
Within the SWF sector. the largest sub-group is made up of thQse enterprises using vegetable fibres (i.e. 
cottQn etc.), which accounts for 102 (14.5%) enterprises but only 4% Qfthe total value Qftextile industry 
Olltput. A small number (7) of S\VF enterprises use animal fibres (I % of tQtal), but together account for 
almost half Qf the textile industry value Qf output (44%). They WQuld, by extensiQn, provide a very 
impQrtant market fQr the SQuth African WOQI industry. 
In the OT group, blankets, furnishings ({lid stuffed articles (134 enterprises, 8% Qf Qutput), as well as other 
textiles (168 enterprises, 9%), stand QUt. What is nQtable is the fact that a large number of enterprises fall 
intv these categQries, whi Ie nQt cQntributing a proPQrtionate amQunt (per enterprise) to the total value of 
Qutput. This indicates that they are generally of a smaller size. and PQints tQ a flatter industry structure. This 
obsenation IS cQnsistent with the cQncentration (Qf sales) ratios in Section 6.4. 
6.4 Concentration of Sales by Type of Activity 
ConcentratiQn ratios shmv that the contribution, in terms of sales and work done, of the largest 4 enterprises 
falling into the "Spilll1illf;. wearing andjll1ishing of textiles" category accollnt for approximately 31 % or 
output. whi Ie the largest 10 enterprises co lIectively contribute approximately 49 % Qf output (in this 
categQry). In the "other textiles" category, the largest 4 enterprises (Qut of 550) account for 24 % of OlltpUt. 
while the 10 largest enterprises eontribute 37 % Qf output by value (Statistics South Africa (2000a). 
Taking the weighted average cQntribution of the entire textile industry (i.e. 'spilll1ing. weaving and 
/inishillf;' and 'other textiles'), the largest 4 enterprises collectively contribute 28.5 % Qf total 'sales and 
\YQrk done', while the largest 10 enterprises aCCQunt for 44.8 %. 
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Sales Concentration Index 
Textile Industry and Comparison with Various Other Sectors 
Sector 
Contribution by largest Contribution by largest 
4 Enterprises (CR4) 10 Enterprises (CRIO) 
Textiles Sub-sector: 'Spinning, Weaving ami Finishing' 31 % 49% 
Te\tiles Sub-sector: 'Other Textiles' 24 % 37% 
~ ................... 
Weighted Average (Textiles) 28.4% 44.6 % 
(Sub-Sector Ratio = 63% : 37%) 
B<:\ cragcs 61% 8l.S% 
Pap~r and Papa Products 50.6% 73.+% 
Rubber Products 65% 82% 
\10101 \·CI11CI<::, 65 5% %.7° ;, 
CI'ltiling 17.2'}O 26.8% 
Table 6.2 Sales Concentration Index: Sales by Largest Textile Industry Enterprises (Statistics 
South Africa, 2000a) 
It is sign ificant that the largest 10 enterprises in both the '.Ipinning. 1l'eal'ing Clnelfinishing of textiles' sub-
sector, as \vell as the rest of the textile industry (i.e. those enterprises not falling into the above category, 
and classified as 'other fextiles" contribute less than 50 % to the total output of the South African textile 
industr). Relative to many other industry sectors, these concentration ratios are relatively low, and point to 
a rather flat industry structure that is. on the whole, not dominated by a few very large enterprises. 
Market concentration in itself is not necessarily detrimental to the industry, and situations may even arise 
\\here the size of enterprises are beneficial to the industry in terms of efficiency and economies of scale. 
The buying pO\\er of large enterprises with regards to input materials may force suppl iers to produce and 
deliver these at the 10\\ est cost possible. As a result, efficiency \\ithin such (upstream industry) suppliers' 
production set-up may be relatively high. Also, the relative of large enterprises may be a sign of 
financial strength, and capital may be far more readily available for investments in technology than is the 
case \vith smaller players. 
6.5 Contl'ibution by SMEs 
Small and Medium Enterprises play an increasingly important role in the economic development of South 
Africa. Statistics show that SMEs contribute approximately 42% of South Africa's GDP. and contribute 
approximately 50% to employment in the private sector (GelS, 2000). 
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SMEs form 41% of all South African registered enterprises and provide over 34% of all employment. If 
one includes Micro enterprises in this definition (i.e. expands the S\;1E definition to SMMEs) this figure 
increases to 59% (number of enterprises) and 42% (employment) (DTL 1998b). 
Within the textile industry, SMEs playa vitally important role. SMEs are widely attributed to being able to 
absorb much of the downscaling in employment numbers that has occurred in the formal sector. In the 
textile industry. most enterprises are SM\1Es (74%), although the actual figure may well be higher. Using 
statistics contained in the latest (1996) census of manufacturing as a basis for calculation, SMMEs 
contribute 37% to total employment, and 25% to the total value of sales (Statistics South Africa, 2000a). 
Again, considering the inherent limitations and time lag of official statistics, these figures may in reality be 
significantly higher. Entrepreneurship and increasing government support for SMEs is leading to a shift 
from 'big-business' enterprises to smaller-scale niche-market producers, This view is supported by variolls 
sources, including by the Textile Federation (Claassens, 2000) and the Department of Trade and lnciustrv 
(I'louse, 2000). 
Definitions of SMEs and SMMEs are contained in Appendix 0 I, 
Significance of SMMEs in the South African Textile Industry 
Total Textile Sector Contribution Towards Total by SMMEs 
74 % 
25 % 
Table 6.3 Significance of SMMEs in the South African Textile Industr)' (Statistics South Africa 
2000a, 2001c; Textile Federation, 2001a) 
6.6 Employment Characteristics, Employment Costs and Legislation 
6.6.1 Employment Characteristics 
Textile employment Ilumbers have been decreasing consistently in the 1990's. Due to the incorporation of 
the former' independent" homelands into South African statistics from 1996 onwards, previous figures are 
not directly comparable. The 1995 figures are however. for interest's sake. provided (65,410). as they show 
the situation regarding employment just prior to the' amalgamation' of record keeping. Bet\veen 1996 and 
2000. employment in the textile industry decreased from 77,402 to 55,081, a loss of 22,321 jobs or 29%. At 
the same time the clothing industry too shed a number of jobs, although the decline was not as significant 
(1996: 194.908 to 2000: 137,260 a decl ine of 'only' 8%). 
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Number of Workers 
Year 
! Textiles Total: Manufacturing 
1995 65.410 lA18.981 
1996 77.402 IA42.234 
..... - ...... ....... -~ ...... 
1997 75.1144 1.381.873 
1998 56.191 1.339.082 




.\o/!! .ls a r!!sult oFtlll! incillsl(J11 of estahlisizlllen/s slilla/ed in the jemller 1m 'C' slates }i'0I1i 1996. lhe/igllres/i'olll 
1996 omrards (Ire 1/01 l "fliP'" ([UiC wilh the /lITl'iOi/Sl'ears 1995 dala are IIIc/lI(ied 
III/erest. 
Table 6.4 Textile Industry Employment ,Figures (DTI, 2001b) 
The steep drop in 1998 is particularly significant, and translates into a year-on-year decline of over 25%. 
Since then. the employment situation has largely stabilised. The issue of job-losses in the textile industry 
\\as again raised during the final phases of negotiations of the SADC trade agreement. In one of the few 
cases of industry and trade union solidarity, spokespersons for SACrWU and SACTMA (South African 
Cotton T exti Ie Manufacturers' Association) expressed serious concern about the apparent non-reciprocal 
nature of the trade agreement (Sithole, 2000). SACTMA was especially concerned about the possibility of 
illegal impOlis entering the local market (through lax customs controls in neighbouring African states) and 
hann ing the texti Ie industry, \Vh i Ie SACTWU feared til is wou Id inevitably lead to serioLls job losses. 
In the spinning. lreuvillg ond finishing sector. most enterprises employ between 10 and 200 employees. 
making most of them small and medium sized enterprises. Enterprises falling into the other rextiles group 
for statistical purposes (i.e. automotive textiles, blankets, carpets, cordage. stuffed articles etc.) are mostly 
silw/l-si::ed enterprises in terms of employment numbers (i.e. <50 employees). Pali of the reason for this 
may be the relativel) capital-intensive nature of spinning, wea\ and finishing processes. which is 
evident from research undertaken by the DTI and IDC (1998). In the spilll1ing, 'weaving and finishing 
sector. capital costs amounted to 15% of total cost, while other textiles had average capital input costs of 
9%. Usually, the larger the company the greater the access to capital, as well as its ability to carry and 
absorb capital input costs. The table below shows the employment-size distribution of enterprises in the 
tex.tile sector. 











1 Employment Size Group I Spinning, Weaving and Finishing I Other Textiles 
Number of Employees No. of Establishments No. of Establishments 
0 - 9 14 191 
10 - 19 18 115 
20 - 49 33 122 
50 - 99 18 53 
100 - 199 22 35 
200 - 299 11 13 
300 - 399 8 -+ 
400 - 499 5 4 
... --.. 
500 - 999 13 11 
1.000 + 9 2 
.::~:: 
TOTAL 151 550 
Table 6.5 The Distribution of Employment amongst Textile Industry Enterprises (Statistics 
South Africa, 2000a) 
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By showing the characteristics of the data contained in the table 6.5 graphically ( 6.3), it is easy to see 
that the 'spinning, weaving and finishing' (SWF) sector generally consists of larger enterprises (in terms of 
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Employment Characteristics of Textile Industry Enterprises (Statistics SA, 200a) 
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Both the textile and clothing industries in Kwazulu /1'atal generally consist of enterprises that have lower 
numbers of employees than the average in other centres, in particular the Western Cape (Prins 100, 2000). 
Ownership in that region is generally family orientated, although there are also a few large companies 
'which have their manufacturing base there (e.g. Coastal Textiles (currently in liquidation), Frame, DaGama 
etc.). The fact that the clothing manufacturing sector is relatively strong in the Western Cape. in addition to 
numerous national clothing retail chains having their headquarters there, has created the need for a strong 
textile manufacturing base in the Western Cape region. Similar characteristics may not necessary apply to 
that region's clothing industry, where a significant proportion of the industry may in fact be small and 
medium-sized enterprises as well as numerous, often unaccounted for, home-based and micro-enterpriscs. 
Textile Federation estimates (1998b) show that in excess of 360 000 jobs are in some or other way 
dependent on the South African textile industry. This includes the over 55.000 directly employed by the 
industry, and further accounts for those employed in related industries (inc luding approximately 80.000 
workers employed on the cotton farms). These figures may be "'''''''';;;''''-'''' due to rapid increases in the 
globalisation of trade and the resulting decreasing reliance on a country's 0\\,11 industries as a source of raw 
materials and sources of demand. Nevertheless, the importance of the textile industry in terms of direct and 
indirect employment numbers is significant. . Related' industries are those industries that have a direct 
assoc iation \\ ith the texti Ie industry, incl ud ing the fo 110wing: 
• 
Agricultural S!!c/or (mainly cotton farming) 
ihe Chemical Processillg IndllS/ries (manufacture of synthetic fibr~s and tc:-.tilc 
DOilnstrl?(//1i Mallujilcturillg and the Retail/mde which utilises the lariolls te,tile products 
Trampon and Packaging Industries 
Table 6.6 Employment in 'Related' Industries of the Textile Industry 
chemicals 
Employment in the tcxti Ie industry is not very concentrated, especially in relation to many other industry 
se..:tors. The table below shows employment concentration ratios for the 2 textile industry sub-sectors, as 
\\ell as providing the concentration ratios for a number of other industries. Notably, both the textile and 
clothing industries show evidence of a flat employment coneentration structure, meaning that most of the 
industries' em ployment is not centred around a very small number of large enterprises.: 











Employment Concentration Index: 
Contribution to Total Employment by Largest Textile Industry Enterprises 
Sector 
Contribution by Largest 4 Contribution by largest 
(CR4) 10 Enterprises (CRlO) 
Sub-sector: 'Spl, II and Finish!1 32% i 52 % 
Sub-sector: Dthf'i' Te:wles' 19% ! 31 % 
\Veighted Average (Sub-Sector Ratio = 0.53 : 0.47) 26% 42 % 
crag~s 46% 75% 
---.... 
Paper and Paper Products 40% ' 55% 
Ruhh..:r Products 51% 73% 
:-1111lOr V chicks 58'% 93'% 
Clothing 15% 22,5% 
Table 6.7 Employment Concentration Index: Contribution to Total Employment by Largest 
Textile Industry Enterprises (Statistics South Africa, 2000) 
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In the ·.~pinl1ing. )i'em'ing andfinishing of/exliles' sub-sector (151 enterprises), the largest 4 enterprises (in 
terms of employment) collectively employ 32% of total employment while the largest 10 account for 52%. 
In the 'olher lexliles' sub-sector (50 I enterprises), the concentration is 19 % and 3 I % respectively. The 
ratio of employment between the two sub-sectors ( 'spinning, weaving andflllishillg (~l1exlifes ' and' other 
lexlifes ') is 53% : 47'}o, 
Collectively. the weighted average concentration of the largest 4 enterprises is 26 % of employment, whi Ie 
the largest 10 enterprises in the textile industry collectively employ approximately 42 % of the total 
\\orkforce. Employment concentrations in the other industries shown are significantly greater, meaning that 
a far larger portion of the total workforce is concentrated in a small number of enterprises. 
6.6.2 Emplo:vment Costs 
The South African textile industry is shown to be a medium to low-wage employer. paying significantly 
lower \\ages than the manufacturing sector average. The latest avai lable statistics show that texti Ie industry 
employees earned a derived average of R42,530 per annum. compared to the manufacturing sector average 
of R55.080, Total gross salaries and vvages lIsing constant year 2000 prices, and total employment 
numbers. were used as a basis for this calculation, While lower wage rates may possibly lead to 
competitive ad\antage in the texti Ie industry, they need to be compared to wage rates in other countries. 
These countries include competing countries (in terms of export market share as well as those successfully 
penetrating the South African market), as well as those countries that make up the main destination of 
South Africa's exports. 
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International wage rate comparisons are discllssed later in this section. Of additional importance are unit 









Average Salaries in the Textiles Sector 
1996 
and in Manufacturing 
Constant 2000 Rands 
1997 1998 
o Textiles 0 rvlanufactunng 
1999 2000 
Fig 6.4 Average Salaries in the Textile Sector and in Manufacturing Overall (DTI, 2001 b) 
Fig. 6.4 shows that average salaries and wages have since 1996 closely followed the trend set by the 
manufacturing sector average. However, textile industry salaries are still below that of the manufacturing 
sector average. Lov"er wages may point to relatively low skills requirements in the industry. As the sector 
makes predominant use of a semi-skilled workforce, it is likely to offer lower average wage rates. A 100v 
ski lis base may also have been perpetuated by a lack of training and investment in human capital. 
In the textile industry. wages are set in three ways (Jafta and Jeetall, 200 I): 
• Through negotiations in the bargaining councils, which consist of representatives of labour. employers 




Through the Ministry of Labour. which sets minimum \vages for certain industries outside the 
bargaining council process. These are typically lower than the first instance. 
Through determination by company owners and managers, where these are 111 decentral ised areas 
outside of the j urisd iction of the bargaining council. These are typiea II)' the lowest of the three 
instances. 
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Labour costs are likely to increasingly be affected by the impact of HIV / AIDS. As the disease is not 
notifiable in South Africa, the potential impact of it on the textile industry (and the economy as a whole) is 
difficult to quantify. However, increased absenteeism and sick leave will no doubt have a negative impact 
not only on labour costs and productivity, but also on skills levels. 
A study conducted by the Textile fnduslrv Training Board (TITS) into the training needs of the textile 
industry found 82 % of the workforce to have no more than a South African Matriculation certificate as 
their highest qualification (cited by Maree, 1995). Only 3.3 of the workforce had received technical or 
tertiary education and training. The study's sample size encompassed 3 I companies representing 32 000 
employees (\\hich at the time represented approximately a third of the total texti Ie industry workforce), and 
covered a wide range of textile products. This makes the survey results fairly representative of the textile 
industry as a whole. 
A more recent research in the clothing and textile industries found consensus opinion that overall skills 
levels of the South African workforce \vere good (Bhorat. 1998). As most firms committed workers to a 
period of in-house training. Bhorat found a close correlation between the intensity and length of training 
provided. and the type and range of garments produced. However. in the higher-skilled occupations, the 
source found that skill levels in the textile and clothing design fields in particular were not satisfactory and 
not good enough for a "firm wanting to be globally competitive". This and the previous study shovv results 
that seem a contradiction, but may indicate that overall skills level have, in fact, increased significantly 
bet\veen the early and late 1990s. 
A study in the te:\.tile industry relating to the formal training aspects of the workforce found that most 
workers received formal in-factory training, while only a very small number had obtained training in 
foreign institutions. A significant percentage had, however, obtained some other form of training in South 
Africa (.Iafta and .Ieetah, 2001). 
Training in the Textile (and Clothing) Industries 
26% 
0.5% 
Table 6.8 Formal Training in the Textile and Clothing Industries (Jafta and Jeetah, 2001) 
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Labour organisations have had a strong impact on labour costs through collective bargaining and wage 
negotiations with the industry. Difficult trading conditions have lead to a reduction in the bargaining power 
of labour organisations such as SACTWU (South A/hccJ/1 Clo/hillg and Textiles Workers Union), although 
they continue to exert some pressure on both the government as well as employers. However. significant 
job losses. mainly as a result of the removal of protectionist measures (tariffs etc.), have resulted in limited 
. pannership' between industry and employee organisations in the late 1990s. 
For this purpose it is of value to analyse labour costs not only \\ithin the industry and country. but also on 
an international scale. Of particular importance are the labour costs of South Africa's trading partners and 
competitors. This includes the countries that the South African textile industry trades with, using as criteria 
the destination of exports and origin of imports. More specifically. of most importance are those countries 
that compete with South Africa for export market share, as well as being a source of much of the country's 
imports (such as China. Indonesia etc.). The table belO\v provides an overview of manufacturing labour 
costs in a cross section of countries that are directly or indirectly relevant from the South African 
perspecti\e (N PI. 1998) Whi Ie the data is somewhat outdated ( 1996), and refers to average manufacturing 
sector remuneration costs. it is nonetheless though of as being a valuable indicator for the purpose of 
comparison and trend analysis. 
World Remuneration Costs in US $ per Hour 
I --
% over I under relative to 
Country 1996 US $ 1995 US$ 1993 US$ 1991 US$ South Africa (1996) I 
South Africa 4,2 4,9 4,5 4,2 N/a 
IndonlCsia 0.3 0.3 (U 0.2 -95% 
China 0,4 0,3 0.5 0.3 -90% 
Malaysia 1.5 1.6 U~ 1.7 -65% 
Taill<lI1 5.S 5)1 5_2 -1.-1 +40% 
!long Kong I 5. I 4.8 4.3 3.6 +21% 
Itah .5 16,2 15.11 18.6 +310% 
GICrmany 31.9 32.3 25.5 Y) -, ~"'-' ! +660% 
t1nikd Kingdom 1-1. I In 12.4 13.8 +235% 
• l'nilICd Slates 17.7 17,2 16.5 15.6 
I 
+320°;;, 
...... _ ... 
Fr,lncc: 21.2 21.3 17() 1),3 +400% 
Table 6.9 World Remuneration Costs in US $ per Hour (NPI, 1998) 
From table 6.9 it becomes obvious that great disparities exist in world remuneration costs. Being based in 
US $. they arc useful by allowing for a direct comparison. 
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It is clear that somc of the Pacific Rim countries. notably Indonesia. China and Malaysia, have 
remuneration structures that are far lower than those found in South Africa. For example, remllneration (in 
US $ per hour) in Indonesia and China is less than 10 % of that in South Africa, while Malaysia'S is less 
than 33 %. In other words, to be directly competitive with China and Indonesia from an (internationally 
comparable) labour cost perspective. South Africa would need to generate 10 times as much output per 
work-hour, This ignores further variables such as an efficient labour capital mix. state subsidies and 
incentives. as \\ell as logistics costs, all of which may have a significant effect on overall productivity. 
Indonesian and Chinese products are both making major inroads in the South African textile industry, 
especially with large-scale fabric imports. These countries' products have both been cited as posing very 
significant problems for the South African textile industry. as they are seen to be flooding the domestic and 
regional market through legal and illegal imports brought about in part by ineffective cllstoms controls. 
These figures paint a bleak picture for the South African textile industry. should it ignore the signals and 
not reposition itself in sllch a way as to make maximum use of its inherent strengths and potential 
capabilities. It \vill not be able to directly compete with many of these Pacific Rim countries in 1110st 
product categories. especially in light of the fact that protectionist measures previously in place (i.e. tariffs. 
subsidies. quotas etc,) are increasingly unavailable to the domestic textile industry, in line with GATT I 
w'ro requirements. 
Table 6,9 above also shows the relatively high labour remuneration costs 111 some of South Africa's 
developed nation trading partners. including Italy, Germany, the United Kingdom and the US. This may 
give the South African texti Ie industry a comparative advantage with regard to labour input costs in the 
textile production process. and could allow the domestic textile industry to target these markets as export 
destinations. Notwithstanding the developed world's comparative advantage in the availability of capital (at 
far more competitive interest rates etc.), as well as its highly skilled workforce, its disadvantage in terms of 
labour remuneration could well be a major opportunity for the local industry. Recent developments, such as 
the EU I South Africa FTA and especially the opportunities presented by the LS Africa Growth Act in 
terms of increased and duty-free market access, adds further impetus to this possibility. 
6.6.3 Labour Legislation 
South Africa is in the process of amending much of its labour legislation, a process that is both arduolls and 
controversial. 'rhe country's political past, coupled with politically strong labour unions (the Congress of 
South African 'rrade Unions is a political alliance partner to the country's ruling party) and a business 
community pressing for greater wage and labour flexibility, has delayed large parts of the implementation 
of revised labour legislation. 
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Most qUaJ1ers of the manufacturing sector, and the business community as a whole, view South Africa's 
legislative climate in terms of labour laws as restrictive and inflexible, especially in the light of an 
unemployment rate estimated to be in excess of 35%. 
Labour flexibility, one of the keys to improved manufacturing sector performance, is now more 'elusive' 
than ever. These stringent laws, which are making it very difficult for manufacturing enterprises to retrench 
workers, even when trading conditions would dictate so, are often cited as the main reason for a negative 
employment gro\\th rate. In some cases this has also lead to disproportionate levels of investment in capital 
equipment (with its relatcd taxation benefits), or even continued LIse of outdated and inefficient technology, 
rather than the employment of additional workers, 
The most important parts of labour legislation that have been enacted in recent years are the [ubour 
Relations Act (LRA) (Act 66 of 1995), the S'kills Development Act (SOA) (Act 97 of 1998). the 5;kills 
Den:!lojJlllen/ [eries Act (SOLA) (Act 9 of 1999), the Employment Equity Act (EEA) (Act 55 of 1998) and 
the Basic Conditiolls o/EllljJlormenl Act (BCEA) (Act 75 of 1997), 
The main focus of tile SOA is the improvement of the skills level of the South African workforce to ensure 
greater productivity of \vorkers and competitiveness of employers. This is an extremely important focus 
area especially with respect to the South African textile industry, 
'rhe SOLA (1999) is the financing counterpal1 to the SOA (1998), which. once fully implemented. are 
together set to replace the Manpower Training Act of 1981 (Act 56 of 1981), The SOLA makes provision 
for employers to contribute 0.5% of their monthly payroll as a skills levy (with effect from 1 April 2000). 
and I % with effect from 1 April 2001. The money collected in terms of this provision is intended to finance 
the Sector Education and Training Authorities (SET As). which \vere established during 2000 (see also 
Section 5 A dedicated 'Clothing. Textiles, Footwear and Leather' (CTFL) SETA was established under 
the provisions of this Act. 
The LRA (1995) came into effect in November 1996 and enables the establishment of collective bargaining 
councils, and also stipulates the inclusion into these councils of small and medium-sized businesses (CGIS. 
2000), The Employment Equity Act (1998) aims to achieve demographic representivity in employment and 
seeks to correct past discriminatory employment practices. The Act compels employers to take certain 
affirmati \'e action measures. Unless these measures are complemented by ski lis train ing. any measures 
forcing companies to take (possibly economically unfeasible) decisions regarding employment are unlikely 
to be in the best interests of the textile industry, in particular with regard to productivity and international 
competiti veness. 
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6.8 Investment in Capital Equipment 
Investment levels in manufacturing sectors such as the textile industry depend on numerous macro- and 
microeconomic variables. Investment levels, as the term is used here, refers to capital expenditure on nevv 
assets. 
Whi Ie all prospectivc investment decisions need to be sensible from a purely financial perspective, they are 
strongly influenced by the prevailing business environment. Variables that determine the business 
environment and business confidence include factors such as current and expected political stability, the 
outlook for industrial activity and the manufacturing in particular, labour market conditions, interest rates, 
tax incentives etc. South Africa has gonc through a transitional period from a political, economic and social 
perspective. leading to significant changes in the business environment that firms find themselves in. 
Probably the 1110st important new challenges faced by the manufacturing sector, and the textile industry in 
particular, are those brought about by globalisation. Firms need to become internationally competitive to 
remain in business in the longer term. This often means that significant investments have to be made, on 
the one hand in new technology, as well as to ensure the maintenance of existing capital cquipment. This 
helps to ensure that the industry does not become ul1competitive from a technological perspective. 
Capital Expenditure on New Assets 
RMillion Constant 2000 Rands 
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Fig. 6.5 Investment Levels in the South African Textile Industry (DTI, 2001b) 
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Change in Capital Expenditure on New Assets 
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Fig. 6.6 Change in Expenditure on Capital Equipment from Previous Year (DTI, 2001b) 
Investment levels in the textile industry have fluctuated significantly during the last decade. Important 
determinants of the level of investment include the cost of capitaL i.e. the cost of investment, as well as the 
exchange rates. The cost of investment is measured mainly by the prevailing interest rates, which are 
examined in Section 10.-1.. 
A high, or increasing, interest rate nearly always has a negative effect on investments. Especially during 
1998, when interest rates reached their highest levels in decades, manufacturers often found it difficult to 
justify investments as their cost made many of these investment risky or simply unfeasible. This had 
negative direct and indirect consequences for the industry, especially from an investment and production 
perspective, but also as a result of depressed retail and consumer demand. This period is characterised by 
slO\\ ing investment levels (Fig. 6.5), and negative year-on-year changes (Fig. 6.6). 
Occasionally interest rates and investment levels move in the same direction. This (unlikely) scenario is 
then usually due to the presence of external variables which may distort the inverse relationship between 
interest rates (cost of capital) and investments. These may include changing economic conditions and 
outlook for a particular industry sector, special tax incentives, subsidies and rebates and low-cost finance 
options available to manufacturers. 
As a large proportion of the textile industry'S equipment needs originate from abroad, exchange rate 
fluctuations have in most cases worked in South Africa's disfavour. 
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The decl ine of the Rand against the US $ has been very significant (especially in 200 I), although the local 
currency's less rapid decline against the Euro has mitigated the situation somewhat with respect to imports 
originating frol11 that region (esp. machinery, dyes etc.). 
T\\o, or possibly three trends are visible in Fig. 6.5 (seen together \vith Fig 6.6). The first, positive trend 
refers to the time period 1994-1996, and shows significant increases in capital expenditure. In this pcriod 
manufacturers in the textile industry invested significant amounts in the maintenance and upgrade of 
machinery and other items of a capital nature. 
The second trend refers to the period from 1996 to 1999. and sho\,·/s declining levels of capital expenditure, 
and consequently negative year-an-year changes in investment (Fig. 6.6). Actual Rand values for 1996 
sllo\\ that R574 Million was spent on capital equipment by the textile industry. whereas in 1999 this 
amount had decreased to R354 Million, a decrease of 38%. This is significant not only in absolute terms. 
but also in relation to the con-current decrease in industry protection through trade barriers, as well as 
globalisation patterns. Especially the later, downward trend in capital expenditure indicates that the South 
African textile industry may not be equipping itself adequately to increase its international competitiveness. 
especially in I ight of significantly greater domestic competition from imports. 
Thc third possible trend may technically be to early to identify. However, the latest year under review 
(2000) shows a significant increase in expenditure on new capital equipment, and appears to reverse or at 
least halt the previous negative trend. Capital expenditure in 2000 amounted to R 530 Million, which is a 
50% increase from the previous year (1999). While this development may indicate renewed confidence by 
the textile industry. it may also be a result of dissatisfaction with domestic labour laws, or simply lagged 
il1\estment that \\as overdue from a previous period. 
6.8 Utilisation of Production Capacity 
The South African textile industry has a significant amount of idle production capacity. owing to a number 
of reasons. Id Ie capacity. or "under-uti I isation of production capacity" as it is described by Statistics South 
Africa, is normal for the manufacturing sector within an economy, but it is the degree of (and reasons for) 
such under-utilisation that need to be analysed for any conclusions to be drawn. 
The South African textile industry has typically utilised approximately 80% of its production capacity, 
although this has been fluctuating depending on what time of the year the measurement is taken. In the year 
2000. for example, higher productive capacity was utilised in the early months, while this dropped slightly 
to\\ards the end of the year. 
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As can be seen in the table below, average utilisation of production capacity for the South African textile 
industry was lower in the year 2000 than it was in 1999. Year :WOO figures shO\ved that 79.9% was utilised, 
while during 1999 81.6% was util ised (Statistics South Africa, 2001 a). The year-an-year decrease 
amounted to just over 2%. The greatest reason for the under-utilisation is "insufficient demand'" which in 
2000 accounted for 16% of the total under-utilisation of 20.1 %. Next were unclassified "other" reasons, 










Utilisation of Production Capacity 




Utilisation of Production Capacity in the Textile Industry (Statistics South Africa, 
2001a) 
The reasons for the under-utilisation show clearly that the South African textile industry is not constrained 
by either the absence of skilled and ullskilled labour, or by a shortage of raw materials. Ilowever, idle 
capac it) is largely due to insufficient demand. HO\vever, the do not reveal the reasons for the 
insufficient demand, although they are likely to be owing to a lack of competitiveness, and widespread 
availability to consumers and downstream industry of (imported) substitutes. The level of competitiveness, 
in turn, depends largely on the availability and availability of the factors of production. Therefore 
"insufficient demand" is likely to be largely due to un-competitively priced (or un-productive) inputs such 
as labour and ra\\ materials. 
6.9 Review of Publicly Listed South African Textile Companies 
While most South African textile enterprises are privately owned, there are a few that are publicly listed 
companies. These enterprises collectively make up a significant portion of total textile industry sales, 
emplo) a large number of employees, and invest significant amollnts III capital equipment. It is frequently 
the case that the holding company of a group of companies is listed on the stock exchange. while having 
majority shareholding in a number of smaller unlisted subsidiary enterprises. 
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6.9.1 The Textile Industry on the Johannesburg Stock Exchange 
Although not forming an important part of this research, for the sake of completeness a brief overview of 
the textile industry on the Johannesburg Stock Exchange (.ISE) is provided here. The largest textile 
companies in South Africa are all publicly listed, and the performance of the textile industry has a bearing 
on their performance on the J SE, and vice versa. 
Thc .ISE is \vhere shares of a public company are traded in South Africa. The textile industry is grouped 
together \\ith the clothing and footwear industries, which combined make up the Clothing, Textiles and 
Foot,I'ear (CTF) sector on the JSE, Fig. 6.7 depicts financial averages for this sector from the past 5 year 
period (ending 2000), and shows the average values of the share price index of this sector, as well as 
dividend and earnings yield performance for the corresponding period. These data reflect investor 
sentiment about the industry, which is consequently reflected in a company's (or sector's) share price 
index. 
JSE Sector Indices: 
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Fig. 6.7 JSE Sector Index: Clothing, Textiles and Footwear (The Investor's Group, 2000) 
Investors rate individual companies' and sectors' share price and investment potential not only according to 
company (and sector) earnings, but also according to the e,\pected future earnings and growth prospects. In 
the case of the cloth ing, textiles and footwear (CTF) sector, the general consensus appears to have been that 
in rcal terms, trading conditions and growth prospects, for whatever reasons, have declined. It can be seen 
that in nominal terms, the CTF index was lower in 2000 than at the start of the period under review (1995). 
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In an inllationary environment, this means that in real terms the sector has not performed well, and or 
investors may have lost confidence in this sector to perform well in the near future. 
Both the dividend yield (DY) curve, and especially the earnings yield (EY) curve, have shown negative 
performance over the past years, although data for the year 2000 appears to reverse this trend. The EY 
curve retlects the net earnings growth (or decline) of the sector for the period under review, while the DY 
curve maps the performance of declared company dividends (as company profits earnings stagnate, so does 
their ability to declare dividends). The performance of the yield curve (being the average for the CTF 
sector) is an indication of a sector whose publicly listed companies are, on average, struggling to provide 
shareholders with an acceptable return on investment. 
The Clothing. Textile {lnd Foot\rear (CTF) sector presently consists of 13 listed enterprises (2000), which 
are in the form of independent companies or a part of a group (i.e. holding company with subsidiaries). A 
company listed under the CTF sector may also have subsidiaries and I or investments in companies 
operating in other sectors: on the converse, companies listed in other sectors may also, through 
shareholdings in other companies, have interests in the CTF sector. A brief overview and financial data of 
the listed CTF companies is provided in Appendix 05. 
This chapter has shown that the textile industry is pre-dominantly located in the provinces of 
KwazululNatal, the Western Cape and Gauteng, using as a basis Statistics South Africa data. In terms of 
output and growth patterns, K wazli lu/Natal is the "dom inant" location of the industry. Industry sales have 
been relativel,: stagnant in nominal terms in recent years, largely as a result of the increased competition 
from foreign produced textiles, originating especially from the Far East. The downscaling of tariff barriers 
has had a significant impact on the industry as it struggles to remain internationally competitive. 
Employment levels have decreased markedly over the past decade, and insufficient demand has lead to 
significant idle capacity. However, many textile manufacturers have staJ1ed looking at the export market 
for new markets, and on the \vhole, the industry is making good progress in exploiting export market 
opportunities. The performance of South Africa's trade in textiles is reviewed and discllssed in the 
following chapter. 
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7. South Africa's International Trade in Textiles 
7.1 Ovel'View and International Trade Performance 
Textiles are of significance in South Africa's trade account. South Africa is a net importer of textiles, and 
not once during the 1990's did expol1s exceed imports. Exports of textiles have increased strongly 
throughout the period under review (1995-2000), whi Ie textile imports have remained largely unchanged 
(measured in constant year 2000 Rand). 
South Africa's International Trade in Textiles 
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Fig. 7.1 South Africa's International Trade in Textiles (DTI, 2001c) 
In the period 1998-2000 a clear trend has started to emerge, With imports remaining largely unchanged and 
sho\\ ing little direction, exports have grown strongly. ExpOl1s in 2000 \\ere almost 60% above the levels 
achieved in 1998, leading to a narro\ving of the large textile trade deficit (difference between exports and 
imports). The trade deficit decreased by almost 40% be1\veen 1998 and 2000, from R2J Billion to R 1 J 
Billion. 
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The gro\\th of textile exports. ill particular over the past two years. is encouraging. However, the full 
picture emerges only on analysing the composition of th is trade, and the number of exporters. At present, 
(significant) textile exports are still mainly concentrated among a relatively small number of firms. 'rhere 
are approximately 25 South African firms that are significant exporters of textiles (Brink, 2001 ).rhis is 
illd icative of a bias by texti Ie manufacturers towards domestic markets, and on 11' I imited export penetration. 
At the same time. the fact that exports have increased by 60% over the past 2 years, and while a significant 
number of firms are not yet export-oriented, at least a strong basis exists for future export growth. There is 
already evidence that the number of exporters is growing (Brink, 2001). 
Ho\\ever. any trade data, in pa11icular that of the textile industry. needs to be seen with the following 
CUl'I!W: one of the most seriolls problems identified by textile industry stakeholders and analysts is the very 
significant flcm of illegal textile imports into the country. Textile industry import data are thus very likely 
to be understated. and may consequently not reveal the true picture. insufficient customs controls, 'round 
tripping', false invoicing, fraud and legislative loopholes continue to pose significant problems few the 
domestic textile industry, and textile company closures have often been reported to be as a direct result of 
illegal imports flood the market and providing unsustainable compctition. 
South Africa is an overall net exporter of textile fibres and yarns. and an overall net importer of fabrics and 
made-up textile al1icles. A clear pattern has emerged, showing that the 'adding' of value, \vhich forms the 
basis for industry and GDP growth, appears to occur outside South Africa's borders, whereas significant 
fOCLls of the local industry (or at least its ability and capacity) still seems (on the whole) to be on basic raw 
material processing. and exports thereof (House, 2000). The domestic textile industry's main exports are 
fi bres (\\ 001. cotton and synthetic), as we II yarn (wool, cotton and synthetic) (Brink. 200 I). Fabrics and 
made-up texti les. \\hi Ie also exported to a smaller extent, are major constituents of texti Ie imports. These 
are the textiles \\here a larger proportion of value is added. 
It is a common trend amongst developing countries that industrial production focuses largely 011 lower 
value-added production. However, the South African tcxtile industry need not fall into this category and 
shou Id fOCLlS on reversing this trend, and focusing instead on moving up the value-chain towards higher 
value-added production. South Africa, being a developing country yet with many developed country 
characteristics. has a comparative advantage relative to many other developing countrics. especially in 
terms of infrastructure, capital availability, technology and telecommunications. On the other hand. it 
appcars to be at a significant comparative dis-advantage in other rcspects, for example in terms of the 
labour cost per unit value of output. 
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Table 7.1. based on Customs and Excise data, shows the South African textile industry's main trading 
partners in the import I export of fibres, yarns, fabric and made-up textile articles, and provide some overall 
statistics regarding the international trade of textiles and textile articles (Hollse, 2000). 
Description I IMPORTS EXPORTS 
Fibre United Kingdom: Zambia: Japan: German) Italy: France: Lnitcd Kingdom: Germany: 
I Taimll1 
Yarn laillan: ;-.,)etherlands: Gcrmany: Korea: ltal) USA: Unitcd Kingdom: Fran.:e: Brazil 
Fabric Korea: Taiwan: China: Indonesia: Hone Kone: , ~ ~ United Kingdom: Australia: Zimbabwe: USA 
India 
Made-Up Textile I ",I"" i, Poki","; CI,,"" United Kingdom: USA: Zambia: Mozambique 
Articles 
Table 7.1 Origin and Destination of South African Textile Industry Imports and Exports 
(House, 2(00) 
While Table 7.1 indicates the main sources and destinations of textiles (and intermediate textile articles) by 
category, 7.2 provides a clearer indication of textile trade between South Africa and its trade partners as 
a whole. They analyse the structure of the trade regime of the textile industry, and shed light on both South 
Africa's strengths in penetrating exp0l1 markets, as well as the domestic industry's vulnerability to 
competition. Using the actual trade figures provided by the Department of Trade and Industry (2000) 
(based on Depat1ment of Customs and Excise data), they allow a closer analysis of South Africa's known 
and unknown strengths and weaknesses in the textile trade arena, and should form an underlying basis for 
an industrial trade strategy for the textile industry. 










Section 7. The Trade in Textiles 
Top 15 International Trading Partners of the 




HONG-KONG f'Iill===m 210.8 
INDONESII; 
pmme __ mpm 253.0 
FRANCE 
·iEII.~_~m 265.6 
o Exports 0 Il11Jorts r;;j Total Trade 
ZIMBABWE 'rmz--Wii-- 274.6 
IN 011; 

















o 100 200 300 400 500 600 700 800 900 1000 
Intemational Trade: Overview of the Top 15 Intemational Trading Partners of the 
South Aft·jean Textile IndustQ' (DTI, 2000) 
60 
Fig. 7.2 shows. ill ascending order of total trade, the South African textile industry's main international 
trading partners (see Appendix 04). The largest two individual trade partners are the Lnited States and the 
United Kingdom. \\hich together accounted for 21 %) oflhe total trade in textiles. 
----------.. --.. ---... --... --... -~ 
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Notably. these figures are brought about mainly by strong export performance by the South African textile 
industry to these countries (Note 2). 
The remaining 3 countries making up the top 5 trade partners. namely Taiwan. China and the Republ ic of 
Korea (South Korea). together accounted for a further 22% of total trade in textiles \vith South Africa. 
These figures are brought about mainly by their countries' strong penetration of South African import 
markets, together accounting for 33% of South African texti Ie industry imports. Year 2000 statistics, using 
Jan '00 - May '00 data, reveal that this figure has increased to 37%. 
The only :2 An'ican countries within this list (of 15 largest trading partners) are Malawi and Zimbabwe, 
which together make up 8% of the total trade. Both these countries are net exporters to South Africa. with 
especially the inclusion of Mala\vi being notable in the sense of that country's relatively insignificant 
manufacturing sector (the data is consistent with widespread sLlspicion and evidence that Malawi is being 
Llsed by Far East countries as a conduit front for the channelling of textiles and garments into South 
Africa). 
From a trade balance perspective, South Africa is a net exporter of textiles especially to the US and Europe 
(mainly the UK, Italy and France), which together accounted for almost half (49'Yo) of South Africa's 
textile exports during 1999 and leading to a combined R 942 Million trade surplus. The enactment of the 
African Growth and Opportunity Act (AGOA) is likely to lead to significant increases in trade with the US 
over the next few years (see Section 8.3 for a discLlssion on the AGOA). 
In terms of the trade balance from a net import point of view, the vast majority of nef imports originate 
from China, Taiwan and the Republic of Korea (South Korea), accounting for 32% of total textile imports 
into South Africa. and leading to a R 1.4 Billion trade deficit with these countries during 1999. Trade 
figures from of the first pat1 of 2000 (January May) reveal that impOtiS from these cOLlntries increased 
significantly to over 37% of the total, illustrating the Far region's increas ing penetration of the South 
African texti Ie market (OTI, 2000 internet). Such statistics also reveal the comparative advantage in the 
production of textiles that these countries have over South Africa, which finds itself having to deal with 
higher labour and capital costs, and a work ethic that probably differs significantly from that found in many 
Pacific Rim countries. Compounding this trend is the fact that many textile imports filter into the cOLlntry 
illegally. either through insufficient cllstoms controls at South Africa's pOliS of entry. or through schemes 
of arrangement whereby trade channels between South Africa and some of its neighbouring SAOC 
countries are exploited. In many cases, only an insignificant amount of value is added in the region 
The statistics lISC as a basis the South Atrican textile industry's trade with its largest 25 trading partncrs. meaning that an 
(insignitkant) amount of trade data is not accounted lor here. 
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(perhaps only a label or a button sown on), and free trade agreements in the region used to penetrate the 
South African textile market 
Brief Ovenriew of Observations of Textile Trade with Main Industry Trading Partners 
Obsenation Countries Statistical Profile of Goods from Profile of Countr}' I 
in\'olvcd Observations SA pcrspective Region 
Top 2 trading partners in USA. UK 21 % or lOtaltrmk Fibrc & Industrialised. high 
terms of overall value .;:-;ports, \arn. fabric & labour costs. 
tc:-.lilc c:;ports conSlimers 
Next 3 most significant Taiwan. 22% lotal trade. largely Yarn. lilbric & mad, Lo\\ labour costs. 
trading partners (see China. Korea imports (33% or total tc:-;tile libn: state subsidised 
above) imports to South Alhca) exports med i lllll-
low quality 
African trading partners Mala\\ i. Textile trade deficit • M: ii, imports of Relati ~ I: low 
within top 15 Zimbab\\e \\ ith both countries. textile industrial 
accounts for 8'% of total 10\\ labour costs 
tradc 
Top net importers/rom US. Europe 49% oftolal S/\ (e:\lilc M: il fibre & yarn Industrialised. higb 
South Africa (- South (UK. france. e:;ports (53% lirst hall' c:-;ports. as \\ ell as labllur costs. 
African Export Market) Italy) oC20()O). R 942 Illill. t~lbric and made-up consumers 
smplus lc:-;tiks 
Top net exporters to South China. Taiwan 32% tOlal texlik Yarn. tl1bric and made- 1.0\\ labour costs. 
Africa (- Origin of South and Republic imports (37% !lrst hall' up le:;(!le imports III stale subsidised 
African Imports) of Korea 01'2000), RIA Billion South A/rica. some production.l11cdium-
(South Korea) texti Ie trade deficit fibre e:-;ports 10\\ quality 
Tradc with the US and EU US.EU Trade surplus orR375 !vlainly /ibre & \am IndUS\l'ial ised, high 
countries 1v1illion (US) and R 260 e:;ports. as \\ell as labour costs. 
Millioll (Ell) in 1999 lilbric and l1lad.:-up disccming consumers 
tc:-;tiks 
Overall Trend 
I South Africa is a net importer of textiles; imports originate mostly in Far East countries 
(value-added items), while exports go mainly to the US and EU (lower value-added items) 
Table 7.2 Brief Overview of Observations of Textile Trade with Main Industry Trading 
Partners (own observations, based on DTI, 2000) 
Table 7.2 briefly outlines some of the main observations presented by the available statistics and previous 
discussion. One of the most important observations lies in the fact that the trade profile of the South 
African textile industry is. on the whole, rather polarised (naturally, strong exceptions do exist). Not only is 
South Africa a net importer of textiles, but higher value-added items (for example made up textile goods 
and fabrics) originate mostly from the Far East countries including China. South Korea and Taiwan. On the 
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other hand, Inost expOt1S \vere in the form of fibres and yarns, being textile al1icles that typically have less 
"value added" and are closer to their "raw form". 
Economic theory clearly illustrates the benefits of adding value: the greater the value added, the more 
significant the benefit to the economy. For example, a quantity of cotton that is exported in its "raw' form, 
will be far less beneficial to a country's economy than a quantity of cotton that has undergone various 
cleaning and similar processes, is then transformed into a yarn, from which a fabric is made, and finally 
lIsed in the manufacture of a finished (and perhaps exported) texti Ie artic Ie. The trade pattern presents 
compe II ing evidence that the South African texti Ie industry is "missing out" on potentially significant 
benefits that would be achieved by a greater orientation towards local value-added production. 
A wide range of factors influence not only the direction of textile trade. but also the volume. The South 
African textile industry has been faced by a challenging trading environment in recent years, especially as a 
result of the downscal ing of protectionist trade barriers that shielded it from some of the foreign pressures. 
In the textile industry survey conducted in the first quarter of 2001 (see Append ix I I), only a re lative Iy 
small percentage (19%) of respondents said that they achieved significant international sales. A II 
respondents that had indicated significant exports also said that international sales had increased 
significantly over the past J 2 1110nths, although the major sales volume increases \vere achieved in the local 
market (39%). None of the respondents noted a decrease in international sales (against 25% saying that 
local sales had decreased), possibly in part due to a significant devaluation of the local currency vis-!I-vis 
the US $ (and consequent gains in competitiveness). Notably, 40% of respondents forecast that the 
international market held the greatest opportunities for the textile industry over the next few years. 75% of 
respondents \\ ere either actively researching international textile markets, or were at least considering it. 
7.2 Regional Trade Issues 
Regional trade plays a reasonably important role in the composition of total trade of the South African 
textile industry, although its role is not entirely positive. Of the textile industry's 20 largest trade partners 
(see Appendix 04 for full list of trade volumes), only four countries (Zimbabwe, Malawi, Mozambique and 
Zambia) fall into this category. The combined trade with these four countries nonetheless amounted to 
almost R350 Million (DTI, 2000). 
South Africa is signatory to a large number of international and regional trade agreements, which is one of 
thc main drhers of the integration and expansion of trade. The most significant regional agreement is the 
SADC FT A liberalises the trade of most trade items between SADC member states. With South Africa 
being the largest and most developed economy in the region. trade inflmvs and outflows from the country 
dominate regional trade. South A frica absorbs much of the region's output of ravv materials, whi Ie being a 
~~~~~--~~~-"""""""---
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net-exporter of manufactured goods to its regional neighbours. While South Africa has traditionally had a 
very complex tariff structure and protectionist trade regime. much of these have fallen away or are in the 
process of being dismantled. The eradication of these trade barriers, especially in the light of the SADC 
free-trade agreement (FT A). is set to have a significant effect on two-way trade between South Africa and 
its northern neighbours. However. trade agreements have also lead to new and increased problems. 
especially relating to the large amounts of both legal and illegal textiles entering South Africa. seriously 
undermining the industries profitability and consequently competitiveness. As with most trade agreements 
between more than :2 countries, the expected benefits are likely to be severely undermined with the 
existence of just one \\eak I ink. Unfortunately, inconsistenc ies of SADC mem ber countries' external trade 
agreements. as \\ell as \\eak customs controls and fraud at some ports of entry, are negatively affecting the 
South African textile industry. 
Trade liberalisation coupled with the introduction on 1 September 2000 of the SADC FTA will only be 
successful if any remaining tariffs and subsidies amongst the member states (i.e. Southern African 
Development Community) are brought in line and become consistent with one another, as well as 
consistent externally (to avoid "round-tripping" or '"trade-arbitrage". At the moment. different countries 
within SADC still have a different external tariff regime. To reap the benefits of greater regional 
integration. the opening of markets to increased competition requires greater intra-country consistency and 
needs to be done on a reciprocal basis. Only this would be beneficial to the textile industry and halt some of 
the significant exploitation and illegal imports taking place at present. Also, the 'dumping' of textiles 
(\\hereby exporting countries flood the local market with textiles often sold at below-cost so as to protect 
their domestic markets frol11 an over-supply) is a threat that needs to be monitored and controlled. 
For example, Malawi's imp0l1 tariffs are far lower than those of South Africa, which has had the effect that 
extensive use has been made by foreign companies to import textiles into Malawi. Once there, usually only 
an insignificant amount of value is added (or even none at all), and the SADC free trade agreement (as well 
as bilateral agreements between Malawi and South Africa) then allo\\'s free onward movement of these 
goods to South Africa. Recent trade data revealed that Malawi had become the "'largest su ppl ier of 
impol1ed cloth ing and texti les to South Africa" (Texti Ie Federation, 1999b), but there is I itt Ie doubt that 
only an insignificant portion is manufactured in that country itself. 
Some stakeholders have expressed strong reservations about the SADC free trade agreement. SACTWU. 
the leading union in the textiles (and clothing) industries, is a case in point. Reasons include strong fears 
about job losses in this sector in particular, arising mainly from concerns about illegal imports and dumping 
in the absence of strict customs controls (Business Day, 1999). 
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7.3 Revealed Comparative Advantage in South Africa's Textile Trade 
'Comparative Advantage' (CA) is a term used in economic models that seeks to explain the trade flows 
between 2 or more different regions or countries, It provides an indication of the direction of net trade 
flO\\s (as a \\hole, or per product category), as well as offering insight into the magnitude of the 
composition of such trade. In economic terms, the underlying model shows hO\\' 2 or more countries that 
are able to produce a variety of products at different costs will be better off if they engage in trade, than 
the) \\ould have been under 'autarky' (a situation of no trade) (Lipsey et aI, 1990). CA is a relative concept 
that is not distorted by absolute values, and thus allows one to make deductions about trade patterns by it 
prO\iding insight into directional changes of net trade. This makes the CA concept a valuable tool for 
policy makers and the textile industry. 
There are two possible formulas for calculating comparative advantage, namely the 'Balassa' formula 
(Balassa. 1966) and the 'own-trade' formula (bOfh cifed by Valentine, 1998) (see Appendix 06). The ratios 
generated by these formulas are commonly referred to as the RCA (revealed comparative advantage). 
According to the Balassa formula, "if the share ofa country's exports to total trade in that commodity were 
higher than the share of its total exports in world trade, the exporter had a comparative advantage in the 
exp0l1 of that COI11I11od ity" (Ba lassa, 1966). The presence of C A wou Id, in th is case, generate a quotient of 
> I. \\ itll I being the cut-off point (i.e. no CA). A quotient of between 0 and 1 would indicate the absence of 
comparative advantage. 
The 'Own-Trade' formula is slightly different from the Balassa formula, but nevertheless has been shown 
to have a strong positive correlation with it. To generate the RCA quotient using the 'own-trade' formula. 
the proportion of the difference between exports and imports is related to the SlIl11 of exports and imports. In 
other \\ords, the nef exports are divided by the fOfal trade. By definition, the range of RCA quotients would 
al\\ays lie between -I and + 1, as the difference between exports and imports has to be sma ller than its sum. 
A positive value (i.e. 0 < RCA I) would indicate the host coulltry's comparative advantage in the trade of 
a cel1ain good I cOlllmodity, whereas a RCA value less than 0 (i.e. 0> RCA> -I) would indicate that no 
comparative advantage exists. Naturally, where the (expor1 and import) base values that are used refer to 
fOfal industry exports, the RCA would in turn refleet on the industry as a whole. Small-scale deviations 
ma) occur amongst individual product The formula can equally be applied to certain procluct 
categories only. resulting in a RCA quotient that refers only to such products. 
The international trade by the South African textile between 1998 and mid-2000 has been analysed in Table 
7.3 Llsing trade data provided by the DTI (2000). For this analysis, use was made of the 'o}l'I1-frode' 
formula described above, for the following reasolls: 
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• Ease of use; 
• Ease of interpretation; 
• Strong correlation of ratios and results with those obtainable by using the 'Balassa" formula; 
• Applicability of this formula to the available data. 
Although the statistics in this analysis are from the same source as that used for the overall international 
trade analysis in Section 7.1, it should be noted that the data are not entirely compatible. The reaSon for this 
is that the previous data referred to total texti Ie trade, whereas for the purposes of this analysis the data had 
to be country-specific. For the RCA analysis, data were only available for the largest 25 trading partners, 
thus ignored the 'lesser' trade paliners whose ind ividual contribution was not significant. 
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1998 - 2000 
]\i~t [xpons I (I) 10 i France 0411\ 0.437 0.125 t net exports 
"et Exports 2(3) 2 U.S.A. · (U77 • OA05 0345 t net exports 
----------~--------~--------~-------+ ....................... --------_7------_r----~------_+~----~--~ 
".klhports 3(2) 3 U.K. OJ67 0.410 0.334 tnetexports 
Net ExportS 4(5) Zambia 0.307 0.130 -0.093 t net exports 
Nct Exports 5(4) 6 Italy 0.219 
".Jet Exports 6(6) Mozambique 0.199 
j\;d ixports (largely \-\\ <I) ) Mauritius 1 
]\ie[ Fxports (Iargel;. \-\Ia)) Brazil 1 
United Arab 
1\<::1 I.xport;; (18rgcl~ 1-\1,11) 
1\d I·.xports (largely 1-\\ay) 
Emirates 
Ireland : \ ~ 
I I ~ 
'\:ct Fxports (largel;. 1-\\<1:) 









1(-2) 1 China -0.815 -0.808 -0.803 t net imports 
-2( -5) 5 Taiwan -0.826 -0.686 -0.769 t l1el imports 
-3( -6) Indonesia -0.793 -0.671 -0.791 t net imports 
-4(-4) 4 Korea Rep. (South -0.763 -0.777 -0.902 t net imports 
Korea) 
Net Imports -5(-1) 8 India -0.725 -0.832 -0.812 t net imports 
I--------'-----_i__----I-----_i__------~---_i__--_+--.-. 
Net Imports -6(-7) I Belgium -0.633 -0.424 -0254· t net imports 
I------------_i__----I-----_i__ 
Net Imports -7(-3) I Malawi -0.595 -0.790 -0.822 t net imports 
Net Imports ·8( 10) Spain -0.382 -0.236 -0.107 t nd imports 
'\:el Imports -9( -9) Japan -0.287 -0.2·19 -0.300 t nt:t imports 
?\'cllnlports 10(-8) 7 Gerlnany -0.287 -0,264 -0,287 UI 
~..:tlmports -11(-11) 9 Zimbabwe -0056 -0.201 -O.3 Q()i 
'\ct Imports (Iargel: I-wa:) Pakistan -I -I -1 N/a 
'\:ctlll1ports (Iargel;. 1-1121: Hong Kong -I -I 1 N/a 
\'/a Nctll1lpons(largdyl-l\ay Netherlands -I -I I 
~----~----~~--~~--------~------~-- ----~-------+----~------~----------, 
'\:d Impllfls ( I-\\ll) Thailand -I - I - I Nla 
'\:dlmpons(la ~~~_~I=~~~~~~~~~~~~~~~~~~TIu;r~k~ei)~.~~~~~~~~l~~~-11~~~t~~~--I~~l~~~~lc~~ll=-=-=-=~}~~~~:~~~ 
1\ct Imports ( Portugal - I -I -I \:Ia 
--------_i__------~-- ........... =---------~----~------~- -~-----------~ 
1\ctlm~rtS(lar ____ _i__-----~I-~-1a-l~ay~.s-ia----~---I-~---I-~---I-~---~-f 
~ct Imports (l ~. . I Switzerland _ I _I 1 N/a I 
I------'-----'---'::.....::----=--~-------t---------+--------t----- -+------'--------+ ................................... ---1 
Net Imports RCA Total Textile 
Trade 
-0.225 -0.247 -0.179 t net imports 
Table 7.3 South Africa's Revealed Comparative Advantage in International Textile Trade (own 
calculations, based on data provided by DTI, 2000) 
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Table 7.3 above provides an overview of the South African textile industry's trade performance between 
1998 and the first half of2000. Column A shows the direction of the net trade flow for the last period under 
re\ iew (2000). 'Net exp0l1s' indicates that during this period the South African textile industry's exports to 
the trade partner in question (column D) exceeded the importsfi~of71 that trade partner. 'Net imports' refers 
to a situation where the opposite appl ies. 
The background data is provided in Appendix 04, which lists the largest 25 trade partners of the textile 
industry (year 2000) in terms of exports, imports, net trade (exports less imports) and total trade (exports 
plus imports). Accordingly, where the magnitude of textile trade with certain countries is too insignificant 
to fall into the 'top 25', data availability is limited to one-way trade tlO\\s. This makes the calculation of a 
meaningful RCA impossible, because the resulting RCA indicator would either be + 1 or --I. Where this is 
the case, frolll a policy perspective, secondary analysis is required to relate the direction ofthc trade flow to 
the magnitude of total trade. As a consequence this allows a better understanding of the true situation 
relating to the composition and direction of trade. 
In column B of table 7.3, the resultant RCAs of South Africa's textile industry trade partners are ranked 
according to year 2000 and 1999 values. The latest RC As reveal that. in descending order, the greatest 
(positive) export to import ratios were achieved with France (RCA=0.428), the US (RCA=0.377), UK 
(RC A=0.367), followed by Zambia, ltaly and Mozambique. Of these countries, significant trade volumes 
were only achieved with the Euro-zone countries and the US. with the US and UK being the domestic 
. d ',")lld d III ustry s ~ an greatest trade partners. 
On the negative ranking side (so-called negative due net trade inflows), in descending order, are China 
(RCA= -0.845), Tahvan (RCA= -0.826), Indonesia (RCA= -0.773), South Korea (RCA= -0.763) and India 
(RCA= -0.725). (China, Taiwan, Korea and India also fall into the textile industry's top 10 trading partners 
by \olume). This is followed by Belgium, Malawi, Spain, Japan, Germany ('top 10') and Zimbabwe Ctop 
10'). The other countries in this group have not been ranked as trade is essentially one-way, not significant 
and would lead to a meaningless RCA. 
The net-import trade partners outnumber the net-export trade partners falling into the list (see Appendix 04) 
by 19 to 13. Collectively, the composition of trade is consistent with this, as is shown vvith the net-trade 
figure revealing inereasing net-imports and a resultant negative RCA (-0.225). An analysis of the net-
import RCAs (column E) reveals that the absolute RCA of the I_til ranked net impol1 trade partners 
exceeds that of the highest ranked net import trade partner. This bears testimony to the fact that the trade 
with those countries that are the source of our net imports is highly skewed or one-sided. Of special 
concern is the trade deficit with China: the composition of trade reveals not only a very highly negative 
RC A (i.e. net imports), but it is a Iso South Africa's largest trade partner in terms of total texti Ie trade. 
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From this data an overall picture emerges. Thc RCA of overall textile trade, which includcs trade figures 
from those countries where individ1lal RCA calculations would be meaningless, shows an overall RCA of-
0.225 for the year 2000 (1999 -0.247 and 1998= -0.179). TIl is evidence re-enforces the faet that South 
Africa is a net importer of textiles, but also that the composition of its textile trade has changed. The South 
African texti Ie industry appears to have become more competitive in our traditional European markets and 
the LIS, but has lost competitiveness to the Far East countries such as China and Taiwan. 
Trade patterns \\ith the South African textile industry's most significant trade partners reveal that CA exists 
mainly with European countries and the US (as the 2nd largest individual trade partner). Also significant is 
the fact that, without exception, the composition of trade with all those trade partners that have positive 
RCA values has in fact become more positive from a South African perspective (column H in Table 7.3). 
This means that exports have been making lip an increased share of total trade with these countries between 
1998 and mid-2000. On the other hand, comparative disadvantage exists largely with Far East countries, 
most notably China, Taiwan and Korea. 
Thesc findings can be qualified by comparing the data in Table 7.3 above with Table 7.1 in Section 7.1). 
Whereas RCA data reveals CA in textile trade with mainly European countries and the US, and 
disadvantage mainly with Far East countries, it is important to identify the composition of this trade frol11 a 
product perspective. Table 7.1 shows that on a whole, lower-value imports originate from Europe, while 
higher \alue imports are sourced from the Far East. Malawi, albeit also a source of higher value-added 
products. is included here under 'Far East' due to the problems and uncertainty regarding the true origin of 
imports from that country. 
From an export perspective, the spread is slightly more evenly distributed, making a clear-cut distinction 
bet\\een lower and higher-value added products unreliable. However, it \\ould appear that significant 
amounts of yarn and fabric, which are medium value-added products, are expOlted to the US and Europe by 
the South African textile industry. South Africa's existing CA in trade with these regions, together with the 
100\ering of trade barriers following the enactment of the AGOA, is likely to further enhance export growth 
and provide greater opportunities for higher value-added production. 
The status quo of South Africa' s texti Ie industry trade, as ind icated by the RCA ind icators, is I ikely to be in 
no small measure due to the significant differences in labour costs between South Africa and its trading 
partners. International trade has lead to the establ ishl11ent of 'commodity prices', meaning that the price for 
a (homogel1olls) good is similar in different parts of the world. If this were not so, international trade, 
through increasing exports and imports, would ensure that prices would converge in the long run (naturally, 
this assumes zero transaction and logistics costs). The overvie\\ of \\orld remuneration costs in Section 6.6 
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shO\\5 South Africa far behind the Pacific Rim countries, whereas it leads Europe and the US. 
Wh i Ie the avai lable data is fairly outdated (1991 - 1996), it nevertheless reveals that the Far East countries 
(essentially Indonesia. China and Malaysia) have a very large comparative advantage over South Africa in 
terms of hourly remuneration costs. On the other hand, South Africa has a significant advantage over 
Europe and the US, whose labour remuneration costs are up to 660% of that of South Africa (this of course 
does not re\eal actual productivity levels, which influence the more important comparative variable. 
namely cost per unit of output). Nevertheless, almost without exception (compare Table 7.3 with Table 
6.9). RCA quotients are consistent with the pattern of$-based remuneration costs. 
There are a number of other factors impacting 011 the degree of RCA with South Africa's textile trading 
partners. Changes in RCA are likely to result from changes in domestic competitiveness, as well as further 
devaluation of the real effective exchange rate (REER). Export performance in relation to the REER is 
discussed in Section 7.7. Issues relating to competitiveness were analysed to some extent by Jafta and 
Jeetah (2001). who found a number of issues that were impacting negatively on the South African tcxtile 
industry's competitiveness: 
Competitiveness Issues in the South African 
the Far East 
Table 7.4 Competitiveness Issues in the Textile Industry (Jaffa and Jeetah, 2001) 
The RCA findings. together with the data on rcmuneration costs, would thus suggest that the South African 
textile industry is most likely to achieve export growth through a focus on European and US markets. 
However, it will continue to be under threat from the low-cost producers of the Far East, and needs to foclis 
strongly on improving the factors that are presently undermining its international competitiveness. 
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7.4 Foreign Penetration of Local Markets and the Problem of Illegal Imports 
Cheap and illegal impOt1s into South Africa and the region as a whole are regularly cited as being a major 
threat to the South African textile and clothing industries. Following years of isolation in a protectionist 
inward-oriented policy environment, the competitiveness of the domestic industry is, on the whole, still 
below the standard required to successfully compete with imports. This is especially true at the lower end 
of the market where South Africa's labour un-competitiveness is borne out the greatest. 
There is strong market penetration of the South African texti Ie market especially by the lo\v-cost producers 
of the Far East. China. South Korea, Taiwan and Hong Kong have been growing their textile exports to 
South Africa, and hold a comparative advantage in the production of sllch goods over this country. This 
advantage largely relates to much lower per unit labour costs in these cOllntries. 1996 data suggests that 
average per-hour labour costs, measured in US $, were $4.20 in SOllth Africa. whereas Indonesia's were 
$0.3 p/h, China's were $0.4 plh and Malaysia's \vere $1.5 pill (see Section 6.6) (NPL 1998). While houri) 
labour costs provide only an indication of a comparative advantage in this respect (of essence would be 
per-unit labour costs), they do show the difficulty encountered by many South African industries to match 
the Far East productivity, especially in the lower end of the market (i.e. lo\ver priced / Imver quality goods) 
where significant homogeneity exists between product and price considerations are of vital importance. 
Past evidence has often shown the landed (imported) cost of a textile at1icle to be lower than the local cost 
of inputs for a similar product. Perhaps this highlights heavy subsidisation within the supply chain of the 
texti Ie industry in these countries, or even the vast advantage in terms of manufacturing productivity. The 
end-result however, is that the domestic textile industry has to deal with the issue of 'cheap imports' 
continuing to enter the country on a broad scale, and trade barriers from the government to protect local 
markets to decrease. It is proposed (and discllssed later) that one way to deal v.:ith this issue, besides all the 
possible improvements in manufacturing productivity, is a re-orientation of the South African texti Ie 
industry towards the higher end of the market, greater value-added production, niche markets and exports. 
Illegal imports are also having a serious impact on the textile industry, and the consequences are filtering 
through to both upstream (e.g. raw material producers) and downstream (e.g. clothing) industries. The 
majority of these illegal imports emanate from the Pacific Rim coulltries, 1110st notably China. For example, 
significant state subsidies paid out to textile manufacturers in some countries have allowed a number of 
textile at1icles to be shipped to South Africa at it lower cost that manufacturing such items locally 
("dumping"); likewise, illegal imports are those that are shipped into the region under false pretences or 
under wrong declarations, do not meet regional rule of origin requirements, and are then distributed locally. 
---------~---------------------------~~~~~--~~~-
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7.5 Re-Orientation towards Niche- and Export Market Penetration: Issues and Possibilities 
The South African textile industry has to take some important decisions, especially relating to its focus and 
mindset. Most notably, the traditional trade restrictions that have shielded the domestic industry from many 
of the influences of foreign competition are now no longer there. The global trade era has arrived, and 
threatens to swallow up those firms that are unable or unwilling to adapt. 
Many of the crucial issues facing the South African textile industry have been discussed in detail, including 
the impact of FT As, trade flo\vs and increasing import penetration, illegal imports and inadequate customs 
controls, exchange rate fluctuations, labour issues and raw material issues. Other important considerations 
are also faced by manufacturers contemplating a foray into export markets: the identification of export 
markets follo\\ing extensive market research, transpOli insurance, cred it guarantees, lead and del i\ery 
times, shipment. logistics, bureaucracy and legislation. Other important issue affecting market access 
include market demands, in other words producing what the market requires as opposed to boping to sell 
what one produces. Different markets have different product demands, although it can be generally said 
that the more deve loped an economy, the higher the qual ity and environmental demands, and more 
stringent the requirements relating to production times and capacity. 
To many manufacturers these issues appear to be insurmountable or highly intimidating, and they prefer 
instead to focus on the (domestic) market as it is more familiar. Indeed, these are important issues that need 
to be dealt \vith. Increasing globalisation and the rapid downscaling of protective barriers in the domestic 
market is increasingly exposing the domestic texti Ie industry to foreign competition and influences, and UI1-
competitiveness (in whichever form) is becoming unsustainable in the medium to long term. 
The analysis of net trade flows has shown increasing import market penetration of foreign textile producing 
firms. As a large proportion of these imports are lower-value products originating from Far Eastern 
countries (mainly China, Taiwan and Korea), this is exposing South Africa's complete inability to compete 
ill the lower end of the textile market. The term 'lower end' as used here refers to those products and 
materials where relatively little value has been added (domestically). For example, a lower-end product 
could be a plain, low grade, commodity-type textile product \vhereas a move up the value chain may 
include products such as technical textiles (e.g. medical textiles, or those possessing special qualities such 
as high fire resistance, and/or having been produced according to certain minimum, internationally 
recognised environmental standards). Moving up the value chain, as opposed to trying to compete with the 
abundance of lower-end impOlis penetrating South African textile markets, implies that domestic producers 
would be less exposed to the strengths of those countries \vl1ere most of South Africa '5 imports originate 
from. 
'~------------------"--~ ... "---'-
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The Far-Eastern countries, SLlch as China, are highly competitive in the lower market segment, due to a 
variety of reasons. These include labour rates that are on average only approximately one tenth of South 
Africa's, ensuring a significant productivity advantage over South Africa. Added to this is the fact that 
some of their raw material inputs are state subsid ised, their factories are ach ieving econom ies of scale (with 
or without idle production capacity), and logistics costs and methods are optimised. China's imminent 
accession to WTO member status is likely to substantially increase its accessibility to foreign markets, 
which will in tLlrn place major strain on many textile producers around the world. This \vill have an impact 
Oll the South African textile industry. South Africa simply can not compete in this market segment, as the 
landed cost of some of these countries' products is often bclow the input cost of the domestic equivalent. 
As most orthe value-added in this market segment is pure labour cost and material input cost (but off a low 
cost base), only those countries with a competitive advantage in these cost segments wi II be internationally 
competitive. As highlighted above. labour costs are up to 95 % lower in Far East countries, and raw 
matcrial inputs are frequently state subsidised. South Africa' s labour is not nearly as price-competitive as in 
some countries of the Far East (most notably China and Indonesia), and raw material inputs are rarely state 
subsidised (although restrictive cotton procurement regulations are sometimes accllsed of not allowing 
South African producers to fully take advantage of the lowest possible prices abroad. In the lower market 
segment input cost differentials of even a few cents (or percent) can lead to domestically manufactured 
textiles being un-competitive. Following on from this, at issue is also that South African consumers are 
generally highly price-sensitive, especially in the lower end of the market where products may largely be 
lo\\-value, fairly homogenolls items. Only after price considerations follow quality and perhaps 
environmental issues. 
As touched on briefly above, an important issue that has characterised large parts of the SOllth African 
texti Ie industry is sti II its widespread inward looking focus. Whi Ie historical reasons sLlch as ecol1om ic and 
political sanctions. as well as protective trade barriers and infrastrLlcture constraints may have been the 
reason for this inward-looking approach, it is nonetheless hampering the industry's integration into 
international textile markets. Significant segments of the domestic textile manufacturing base are still pre-
occupied \vith 'fighting' imports, rather than producing according to their (potential) strengths. Producing 
for export and niche markets requires greater emphasis on market research, production efficiency and a 
focus on quality. as only a combination of these and other factors will ensure sustainable sllccess. This is 
often perceived as a barrier to re-focllssing: change is met with resistance. 
The analysis of Revealed Comparative Advantage (Re A) has shown comparative trade advantage (in terms 
of textile trade) with a number of developed countries, most notably the US and parts of Europe. 
Qualitative analysis of the trade flows with countries where comparative advantage exists reveal a pattern 
whereby these countries are mostly deve loped countries (the U. S. and parts of Europe), or regional 
cOllntries (mainly SADC member states). 
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Textile trade deficits, on the other band, exist largely with the Far Eastern countries. The South African 
textile industry's focus should thus be on the former. 
The key strategy for South African textile producers is thus to move away from predominately producing 
textiles for the market segments where the significant competitive dis-advantage is held. Instead, producers 
should focus on the existing trade advantage that exists mostly with developed countries. and produce 
products that harness the local industry's competitive advantage in these markets, including labour costs 
(although 10\\ labour productivity is still negating the potential benefits of lower labour costs than in 
developed countries). potential quick (order) turnaround times, relatively short lead times and llexible 
production quantities. Other critical issues relating to export markets include the need for timeous and 
reliable delivery. emphasis on quality (and quality consistency), meticulous packaging, regular customer 
feedback evaluation and good after sales service. From an administrative side, the importance of studying 
customs requirements (regarding content declarations, correct HS codes etc.) can not be under-estimated, as 
non-compliance and contraventions can result in costly hold-ups, rejections or even confiscation of an 
expol1er's goods. These factors should form the basis of effective targeting of selected niche and export 
markets. 
7.6 The South African Exchange Rate and International Currency Fluctuations 
There has been a general, long-term decline in the value of the Rand against most international currencies, 
although this decline was most pronounced against the US $ (most international currencies have been under 
pressure as a result of a strong US $). However, as the US $ is generally regarded as the international 
currency in tcrms of which (internationally) traded commodities are priced, this has been a mixed blessing 
for South Africa. In many instances, this has had a progressively negative (in the sense of becoming more 
expensive) effect on raw material prices (in Rand terms), or has at least exacerbated price movements or 
lessened price advantages. Capital inputs (machinery and equipment), much of which is imported from 
abroad, has become more expensive. 
The decline of the South African currency against the currencies of the major industrialised countries, 
espccially the United States but also Europe (in particular the United Kingdom and Germany, which are 
important sources of machinery and equipment, as well as textile dyes), has made capital goods 
significantly more expensive in ZA Rand terms. The movement of the South African Rand against the US$, 
CK pound and ELiro is shown in Fig. 7.3 (SA RB, 2000). Typically, the industrialised countries have a 
comparative advantage in the production of capital goods, and thus serve as an imp0l1ant exporter of 
machinery and equipment to developing countries such as South Africa. 
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Fig. 7.3 Currency Exchange Rates: ZAR vs US $; EU €; 11K £ (Financial Mail, 2001) 
The decline in the exchange rate, on the other hand, makes South African produced goods less expensive in 
the cxport market. Industry otten blames the declining exchange rate for difficult trading conditions. 
Ho\\(~ver. any decl ine in the exchange rate should be of net bencfit to exporters in th is regard, as the capital 
component of manufacturing costs should be only a fraction of the total cost of the product. A lower 
exchange rate makes the South African textile industry's output more competitive internationally, and thus 
allO\vs for better market penetration abroad. At the same time it allows greater domestic market penetration 
by foreign textiles, especially in the lower end of the market which is very price-sensitive. FTAs ""ith a 
number of countries and regions are likely to complement South Africa's competitiveness, especially in 
light of the strong performance of the US $ and other trade partners. 
7.7 Export Performance and Movements of the Real Effective Exchange Rate 
A country's exchange rate has a strong bearing on a particular industry's trade performance. The higher the 
cost of purchasing one unit of foreign currency. the higher the (local) cost of the imported goods and 
services. The devaluation over time of the currency is thus likely, all other things being equal, to lead to a 
decrease in imports and an increase in exports. Converscly, the appreciation of the currency relative to that 
of its trade partners is likely to lead to imports becoming relatively cheaper (measured in the local 
currency). and exports becoming relatively more expensive (measured in the foreign currency). 
---------... -~.--~.-.--.-----------.------------
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A measure commonly used by economists to measure the real performance of, in this case South Africa's, 
currency against that of its trade partners, is to use the real effective (or "trade weighted") exchange rate 
(REER). The REER measures a country's currency with respect to a "basket" of currencies, based on the 
relative contribution of trade with South Africa's major trading partners. In this case, the REER refers to 
the overall REEK not the REER of the textile industry alone (data unavailability required the lise of the 
genl!ral REER). Determining the relative contribution, or "weight" of each currency, can be problematic. 
This is especially so for South Africa and many other (mainly developing) countries where a large 
prop0l1ion of the country's exports are commodities and thus dollar denominated (Tsikata, 1999). The 
South African Reserve Bank's estimates are that 70-75% of the trade by South Africa is invoiced in US 
dollars (Tsikata, 1999). 
There is. however. not necessarily a uniform response to changes in the REER. This means that imp0l1s 
and exports have different elasticities of response to changes in the exchange rate. For example, much 
needed capital equipment or emergency spare parts may be less responsive (i.e. lower elasticity) to changes 
in the REER (especially a devaluation of the REER) than luxury or commodity items, Exports of textiles 
and clothing may respond to a greater degree (higher elasticity) to changes in the REER: a devaluation of 
the REER should lead to strong export growth, whereas REER appreciation wi II force foreign importers to 
source these products elsewhere, or produce the products themselves. As wi II be seen later, th is assumption 
has not necessarily held for textile exports, although there are signs of increasing elasticity in response to 
!11O\ements in the REER. 
Fig. 7.4, shows that there has been a gradual but consistent decline in the real value of the exchange rate in 
the period under review (1994-2000). The values of the REER and texti Ie and clothing exp0l1s were 
indexed to make them comparable, with the first Quarter values of 1995 made the base 
based on constant year 2000 Rand values. 
--... --~ .. ----.. --.. --.. --.. ---.---... -- ... 
100). They are 




























The Real Effective Exchange Rate and Export 
Performance of the Textile and Clothing Sectors 
The Real Effective Exchange Rate and Export Performance (SARB, 200] b; OTI, 
2001c) 
Indices of the Real Effective Exchange Rate (REER) and the 
Export Performance of the Clothing and Textile Industries (QlI1995 = 100) 
Variable 1994 1995 1996 1997 1998 1999 2000 
REfR ]03] ]00.0 ] 01.2 93.0 98.0 84.2 86.2 
Te"tilc ["ports 85.'1 ]00.0 78.9 145.2 96.1 10.+.9 117.6 
Clothing E\:ports 92.8 I 79.5 103.7 101.0 146.1 164.8 
Table 7.5 Indices of the REER and Export Performance (SA.RB, 20tH b; OTI, 2001 c) 
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Despite the fluctuations in textile exports, in the period 1994 - 1996. textile exports were roughly constant 
in accordance with a constant REER. The emerging market crisis in 1996 1997. which resulted in large 
capital outflows and a resultant depreciation in the exchange rate. saw a significant rise in exports in the 
textile sector. However, as the REER appreciated again. textile exports again declined. Post 1998. the 
REER has declined steadily. At the same time, textile exports (and to a far greater extent clothing exports) 
have been on a rising trend, showing that the expected relationship between the REER and exports is 
evident. A statistical analysis of the relationship between the REER and textile exports reveals that for the 
period under rc,ic\\ (1994 20(0) the (inverse) re lationsh ip is not very strong. 
--------------"._-""------""-,,---"" 
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A correlation co-efficient of -0.425 is calculated (-I indicates a perfect illverse or negative relationship, ~ 1 
indicates a perfect positive relationship). For clothing exports, the inverse relationship is substantially 
stronger (-0.703), showing that clothing exports appear to be more reactive to changes in the exchange rate. 
A wry sharp rise in textile exports is noted in the second quarter of 2000, although this may reflect poor 
data or even brief change in classification procedures on the part of the customs authorities. 
As a comparison, the clothing industry's exports have performed \velL especially since 1998, and appear to 
be penetrating new and existing markets at an increasing rate, The real growth in exports of the clothing 
sector significantly exceeds the relative decline in the REER, showing that the increase in exports is not 
merely as a result of a favourable exchange rate, but instead reflects greater market penetration and / or 
diversification. 
The movements of the REER in relation to textile (and clothing) exports show that exports are clearly 
sensitive to movements in the REER, with export increases following declines in the REER, However, 
there are also short-term fluctuations and clearly other influences that impact 011 the sectors' export 
performance. 
This chapter analyses the trade performance of South Africa's textile industry, and finds that both exports 
and imports of textile have been increasing significantly in the period under review. Of note is the fact that 
net imports have been decreasing, which means that South Africa has been able to penetrate export markets 
at a greater rate than imports have been able to compete with South Africa's output. Reasons for this 
include the fact that textile manufacturers have increasingly viewed foreign market as an important market 
for their goods. especially in the light of the lower trade barriers that have allowed the influx of foreign-
produced textiles. Exporters have been assisted by the real effective exchange rate, which has made South 
African-produced textiles more attractive internationally. Real Comparative Advantage (RCA) figures 
show that the South African textile industry is competitive mainly vis-a.-vis its European and North 
American cOllnterparis. wh ile being at a sign incant disadvantage relative to many of the Far East countries. 
notably China. Taiwan and Indonesia. These latter countries have shown to be highly competitive, based on 
their low labour costs. widespread input-cost subsidisation and achievement of economies of scale. This is 
so especially at the lower end of the market (i.e. commodity-type textiles). a product segment that South 
Africa has shown itself to be unable to effectively. This underlines a lleed for South African textile 
manufacturers to focus on higher value-added market segments and greater knowledge-intensity in 
manufacturing, especially with regard to the export markets. The domestic legislative framework and 
changing trade environment have a bearing on South Africa's success in these efforts, and are analysed in 
greater detail in the following chapter. 
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8. The Changing Trade Environment 
This section deals with both the domestic (South African) legislative environment, as well as \Vith a 
number of regional and international trade agreements, as their conditions are binding on member states 
and industries that are signatories of sllch agreements. Trade agreements are likely to significantly 
intluence the way that countries and industries interact with each other. For example, they may impact on a 
variety of typical decisions at company level, including the sales strategy (e.g. locus on expOlts), 
imestment. changes in levels of operating efficiency (especially in the face of increase international 
competition) and the like. 
A Free Trade Agreement (FTA) is essentially an arrangement that establishes "preferential exchange and 
flo\\ of goods between trading partners across national borders within the free trade area, subject to 
international and national customs controls" (SARS, date unknown). One of the roles of the roles of the 
South African Revenue Services (SARS) is the administration of the Rules of Origin as well as customs 
administration. Thc Revenue Services therefore playa vcry important role in thc success of any FTA. as 
they enforce the rules. Regional (cssentially SADC) and international (essentially with the EU and the 
United States) FT As are dealt with later in this section. 
8.1 The Domestic Legislative Framework 
The domestic legislative environment analysed in this section encompasses the typical legal framework 
within which domestic firms operate in, and thus includes specific manufacturing sector legislation, labour 
and environmental issues. It is, however, imperativc to first analyse the position of the South African 
government. \\hich. through the Department of Trade and Industry (DT1), sets the industrial framework 
within \\hich all firms operate. During 2000. it published its rcvised position on a new integrated industrial 
strakgy. 
8.1.1 The DTl's Integrated Industrial Strategy 
Industrial policy has in the past to a large degree, becn moulded around the political situation in South 
Africa. Protectionist thinking and an industrial strategy that was geared towards import substitution, tariffs 
and subsidies. dominated the 1970s and 1980s in particular. It was only in the 1990s, in particular 
follo\\ing the new political dispensation in South Africa, that these strategies were abandoned. Whereas in 
the past the focus was on demand-side measures such as those mentioned above, the post-1994 government 
sought to liberalise imports and encourage exports by shifting its attention on supply-side measures that 
were aimed at "reduc costs and improving efficient use of inputs" (DTI. 2001a). 
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This shift in emphasis coincided and was to a great extent brought about by changes internationally. GA TT 
I WTO regulations have lead to a scaling down of barriers to trade, and a number of FTAs between 
different regions sought to significantly liberalise international trade. Globalisatiol1 has become a t~1ct of 
life with which South African manufacturers and consumers have to contend with. As a result of 
globalisation. manufacturers have to increasingly become internationally competitive to remain in the 
market. At the same time, they are able to benefit from raw materials that are competitively priced 
internationally. which in turn positively impacts on manufacturing competitiveness. 
The industrial strategy followed by the government, while good in its intentions. did not always have the 
intended outcome. Liberalisation of international trend increasingly exposed certain sections of South 
African industry to the harsh realities of globalisation. Many industries have been largely unable to cope 
with the sudden increase in competition. especially from abroad, and the required improvements in 
productivity necessary to compete internationally. Often the local industry still relied heavily on South 
Africa's abundance of raw materials and cheap energy. and as a consequent used these inputs inefficiently. 
The DTI has. however, in its latest strategy document released in 2001, re-aligned its proposed industrial 
stratcgy. It moves a\\ay from focusing on South Africa's traditiona I rei iance on cheap raw materials and 
access to cheap unskilled labour to\vards focusing on innovation and knowledge enhancement. While there 
\vill be a certain measure of continuity relating to industry support measures (including those aimed 
specifically at the clothing and textile industries), the major thrust of the ne\v approach will be towards 
enhancing the ability of especially the knowledge intensive manufacturing sector and new economy 
sen ices sectors (such as financ ial services, information technology, tourism etc.) (DTL 200 I a). This 
requires not only greater innovation and investment in technology, but investment in human capital (skills 
enhancement). Of particular importance to the DTl's new strategy are its emphasis on forward and 
backward linkages in the manufacturing sector, especially between the manufacturing sector and upstream 
and downstream activities, including scientific and academic institutions. The key to sustainable economic 
growth lies in the way in which the challenges of rapidly changing information technology, innovation and 
changing consumer demand (towards more sophisticated and more environmentally sound products) are 
dealt with. 
This new industrial strategy will have a direct effect on the South African textile industry, and correctly 
identifies some of the shortcomings in this sector. It emphasises the need for greater innovation in order to 
compete both internationally and locally (notwithstanding greater imp0l1 market penetration by foreign 
firms). The South African textile industry in particular needs to continue innovating and focusing on 
qual ity output as \\ e II as investing resources in its ski II s base. The ne\\ fOCLlS of the DTI is thus consistent 
with the overall needs of the textile industry. 
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8.1.2 Manufacturing Sector Legislation 
Manufacturing sector legislation centres largely around taxation issues. as \vell as those that are trade-
related. Manufacturing sector enterprises are regulated by various pIeces of legislation. In the 
administration and implementation of manufacturing sector legislation. various bodies play an important 
role. 
The regulation and collection of direct and indirect company taxation (i.e. direct company taxes, Value 
Added Tax (V AT). levies and stamp duties etc.) is fac i I itated by SA RS. It therefore acts as an executive 
organ of the government. which originally legislates the rules and regulations pertaining to taxation. Also. 
SARS is responsible for administering any normal or special write-off allowances given to manufacturers 
for. amongst others, investments in production capacity that generally are of a capital nature. A further 
function of the revenue services is the task of cllstoms administration through its application and 
admin istration of the Rules of Origin. 
FlIIther legislation from a local government level is enacted from time to time. and plays an important role 
in attracting manufacturing sector enterprises into certain areas. Development nodes and cluster initiatives 
have in the past been establ ished both on a local and regional level, with co-operation between variolls 
governing bodies and the government itself. Incentives offered and special regulations usually include 
lower rates and taxes, favourable equipment and building (tax) \.-vrite-off allowances and even direct 
financial SllPPOI1 in the form of grants and low-cost finance. 
Restrictive trade legislation has, in the past. allovv'ed many South African manu facturing enterprises to be 
shielded from international competition, and has, as a consequence, eroded much of the competitiveness of 
the local industry. Both South Africa's tax laws, as well as its tariff structure, are complicated in the world. 
Thollsands of different tariffs, import restrictions and expOI1 subsidies evolved due to the numerous 
(successful) representations macle to the tari ff board. Most of th is has or is changing, though, and 
manufacturing legislation with regard to international trade has become far more streaml ined. Being a 
signatory to \arious (free) trade agreements, including GATT/WTO, SADC FTA, EU FTA, AGOA etc., 
South Africa has had to significantly scale down or remove almost all duties on impol1s, as well as 
terminate many direct export assistance schemes. Most tariffs were agreed to be scaled down over a period 
of 7 years, starting \\ith the signing of the GATT in 1995. 
While this has made large chunks of manufacturing sector legislation far more accessible and transparent it 
has also opened domestic markets to the international forces of supply and demand, and production 
efficiency. The benefit. to those enterprises able to adapt and innovate, is a far greater access to 
international markets. This, in mallY cases, also means access to input materials (mainly commodities) at 
world prices. 
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At the time of ,'>riting, the ongoing disagreement around the final implementation (and some of its terms) 
of variolls regional and international trade agreements is detrimental to the South Africa's manufacturing 
sector. This is mainly due to the fact that the important issues surrounding international trade are clouded 
by continuous uncertainty and indecisiveness, and are consequently impacting on investment and 
production decision making, both short and long term. 
8.2 Regional Agreements Affecting the Textile Indush'Y 
8.2.1 Regional Agreements: SADC, SACU, Comesa, CMA, Lome and SAPs 
The Southern African Development Community (SADC) consists of South Africa, Namibia, Swaziland, 
Angola, Botswana, Lesotho, Mauritius, Malawi, Mozambique, the Seychelles, Tanzania, the Democratic 
Republic of Congo, Zimbabwe and Zambia. The ultimate objective of the SADC is to enable it to 
"effectively address the developmental needs of the region and to position the region to meet the challenges 
of the dynamic, ever changing and complex globalisation process as well as to take advantage of the 
oppOliunities offered by globalisation" (SADC, 2001). 
The SADC \\hich forms the center-piece of South Africa's regional foreign economic policy, has been 
chosen by the South African government as the platform to effect regional trade integration. What 
complicates the situation is the prevalence of numerous bilateral and trilateral trade agreements, not only 
amongst member states, but also with non-member African and rest-or-world states. 
Trade bet\veen South Africa and SADe member countries increased significantly in the 10-year period 
1988 to 1998, with impolis attaining R2.2 Billion (1988: R531 Million) and expOlis reaching R 15.6 Billion 
(1988: 2 Bill ion). In percentage terms, these values indicate that ] I % of South Africa's exports go to the 
SADC while only 1.5% of imports are sourced from SADe countries. The trade account is thus heavily 
weighted in South Africa's favour. Zimbabwe is the most impOl1ant market for South African output, 
followed by Mozambique, Zambia, Mauritius, Malawi, Angola and Tanzania. In terms of imports, the most 
important SADC trading partners are Zimbabwe, ~alawi, Angola, Zambia and Mozambique (GCIS, 2000). 
Recent regional and international free trade agreements are likely to have a strong impact on the interaction 
bet\\een South Africa and other member countries in the relevant free trade areas. The SADC FT A was (at 
least partially) implemented on 0 I October 2000, with the objective of being completely integrated by 2008 
(SADC. 200]). Implications of this trade protocol include the following: (Page, ]997): 
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• To liberalise intra-regional trade in goods and services in all equitable manner, as ,veil as to establish a 
free trade area within the region; 
• To foster greater production efficiency as well as to improve the investment climate within the region; 
• To enhance industrial activities and regional economic development 
Ho\\ever, the SADC FT A is sometimes argued to be of no major benefit to South African producers. Jt is 
said that as South Africa already dominates trade in the region, the prospect for significant increases in 
exports to SADC member states is relatively small. In the case of Zimbabvve, t\.x example, South Africa is 
the source of 40 % of that country's imports (Hawkins, 2000). As South African manufacturers are unl ikely 
to t:lce stiff competition within the SADC region, the greater challenges being logistics and political 
instability. A more pressing concern is the possibility of being out-competed within South Africa by 
imports from beyond the region, but channelled illegally through SADC member states with insufficient 
customs controls (Hawkins, 2000). Even where SOllth African cllstoms ports of entry are improved 
significantly, it is al\\ays the weakest link in the chain that will present problems for a host country. In this 
case. weak customs controls in a less developed SADC country may allow access to regional markets of 
'dumped' and often 'illegal' imports, which in turn are very likely to filter through to the largest economy 
in the region, being South African market. It would often be difficult to prevent such goods movements, 
unless it can be ascet1ained with a degree of certainty that these goods have entered the SADC region in 
contravention of the principles of 'free trade' (i.e. dumping. where the foreign industry may be heavily 
state subsidised and thus able to sell at below cost to gain market share). EXpOt1ers from the Far East, 
\Vh ich have a strong competitive advantage over South African texti Ie manufacturers (especially at the 
bottom end of the market), are I ike ly to further exploit any trade loopholes that may exist. It is lInl ikely that 
the South African customs authorities will be unable to deal adequately vvith this problem, and it is 
emisaged that the im plementation of the SADC FT A wi II increase the pressure on the South African texti Ie 
and clothing industries. 
The SADC FT A \vas. according to the Textile Federation (2000b), concluded without prior consultation 
\\ ith the industry. As a consequence, it argues, the FTA is disadvantageous. It says that the major problem 
is that there exist too many inconsistencies between member states' external tariffs and quotas. The 
inconsistencies of the external member-country's tariff structures, and the non-reciprocal nature of the 
SADC agreement. have previously been identified as some of the major challenges faced by the South 
African textile industry. 
The agreement may. however, mean that a greater share of the South African textile industry's input 
materials (e.g. cotton) is sourced from within the region, while also resulting in a lower demand from South 
African clothing manufacturers (who in turn may also source textiles in other SADC states). 
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FTAs usually lead to a shift in manufacturing patterns- while increased competitive pressures may appear 
in terms of output. manufacturers are also able to take advantage of more competitively prices input 
materials. 
A number further agreements and trading arrangements exist to which various SAOC member states 
belong. These are the South African Customs Union (SACU), the Common Monetary Area (CMA), 
C0111mon Market of East and Southern Africa (COMESA), Structural Adjustment Programs (SAPs) and the 
Lomc Convention (OTl. 1998a) (see Table 8.1). The Lome Convention holds various benefits for South 
Africa and the region as a whole, namely (a) reduced tariffs on many of South Africa's current exports, (b) 
increased facilitation of intra-regional trade, since all sub-Saharan Africa states are also members, and (c) 
the easing of diplomatic relations amongst South Africa and its SACU and SAOC partners (Stevens, 1997). 
It should be noted that while South Africa is a signatory to the Lome convention. it is not bound by its trade 
and aid provisions. This is said to impact negatively on other countries within the SACL that trade with the 
EL. as the agreement excludes goods made with inputs from South Africa (OTl, 1998a). ~egotiations for a 
Post-Lome arrangement were concluded in early 2000, and it was agreed that current market access 
arrangements would remain in force until January 2008. From a South African perspective, a highly 
important element of South Africa's membership of the Lome Convention is the fact that South African 
contractors in general are now allowed to tender for European Development Fund (EDF) contracts, which 
are estimated at being worth about R 15 Bill ion a year (GCIS, 2000). 
"Jaturally, trade patterns are in influenced in a significant way by agreements and membership of common 
trade conventions. For example, the SACU members have a common external trade tariff, vvhich is 
consistent with the objective of economic integration and mutual benefit. One of the major shortcomings of 
this agreement is the nOIHllembership of ~al3\\i, \\hich is a major problem for especially South Africa. 
This situation is exploited by mainly Far-East countries, and used as a platform to gain access to the South 
African market through (often) illegal imports. 
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LOME I SAPs 
Angola X X 
i 
Botswana X X : 
i 
Lesotho X X X ! X X X 
Malald X X X X 
i Mauri[ius X X X X 
Mozambique X X X X 
i 
. "Namibia X X X X X 
SOl [h Africa X X X X (Notc ') 
S\\aLiland X X X X X 
Tallzan X X X I X 
Zambi: X X X X 
i 
• 
Zimbabwe X X X X 
Table 8.1 Regional Organisations and Trade Arrangements (DTI, 1998a) 
8.3 International Treaties and Agreements Affecting the Textile Industry 
The number of international agreements affecting the textile industry has increased significantly over the 
past few years, especially since South Africa opened up its economy to the world after the political events 
and new dispensation of the 1990's. This has been consistent with international developments, whereby 
globalisation of trade has been occurring on an increasing scale, and a large number of countries have 
committed themselves to the dO\vnscaJing of trade barriers. No longer are South African companies 
competing alone for domestic market share; they have now been joined by a increasing number of foreign 
products (imports) vying for domestic market share. At the same time, previollsly closed markets are 
presenting ne\v opportunities to South African exporters. These increases in international trade have been 
both cause. and effect of a number of important international trade agreements affecting all economic 
acti\ity, including that of the textile industry, in South Africa. As conventional tariff barriers come down 
the impot1ance of non-tariff (NTB) or technical trade barriers (TTB) and (in this industry in particular) 
environmental issues will become much more important barriers to trade. For the South African textile 
industry to understand these far-reaching implications, challenges and opportunities of these agreements 
will be the difference between long-term survival or rapid decline. 
Although 50mh Airl"l is a member slate oj' the Lome convention. it IS not bound by It.s trade and aid proviSions 
- .... --... ~--... ----------... --..... - ... --..... - ... - ..... ----... ---- .... ----. ---
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8.3.1 The Africa Growth and Opportunities Act (AGOA) 
One of the greatest opportunities that has opened up for the South African textile industry (amongst others) 
in recent years is the 'Africa Growth and Opportunity Act' (AGOA). The AGOA builds on existing U.S. 
trade programs, and expands the benefits previollsly available under the Generalised System of Preferences 
(GSP) program. One particularly difficult and long-standing area relating to market access is the textiles 
sector, where some estimates suggest that roughly 70 percent of current US trade protectionism measures 
are directed towards this sector. (Vaughan 1995). 
The total number of items qualifying for duty-free access to U.S. markets presently stands at +/- 6100, 
including approximately 1800 products added under the AGOA (including foo!\vear, wine, car components 
etc.). Under the AGOA these products now qualify for duty and quota free access until 2008, while under 
the GSP they \vould have only qualified until September 2001 (and subject to re-negotiation). While the 
eligibility criteria for the GSP and AGOA substantially overlap. GSP eligibility does not imply AGOA 
eligibility (Naumann. 200]). 
The Ajdcan Gr01l'lh Clnd Opportunity Act (AGO A) was signed into law by former U.S. president Bill 
Clinton on ]8 May 2000, and covers the 8 year period from 0 I October 2000 to 30 September 2008. The 
AGOA forms pal1 of the Trade and Deve!opment Act of 2000, which also includes a separate Act with 
similar provisions for the Caribbean, namely the U.S.-Caribbean Basin Trade and Partnership Act 
(eBTPA). In the words of the Act, its intention is to "authorise a new trade and investment policy for sub-
Saharan Africa, expand trade benefits to the countries in the Caribbean Basin, renew the generalised system 
of preferences. and re-authorise the trade adjustment assistance programs" (AGOA, 2000). The original 
Bill was passed by the US senate in the first half 01'2000, but not after a fair amount of compromises had to 
be reached regarding some of the Bill's provisions. Most of the objections to the bill emanated from the US 
texti Ie and apparel industries (Textile Federation, ]999b). The end-resu It of the negotiations is an Act that 
holds potentially vast benefits for African manufacturers, and \vhile it sets very stringent and thorough 
qualif)/ing conditions, it does seem that the direct benefits to the South African clothing industry, and thus 
indirectly the local textile sector, are likely to be significant. But this will depend on the industry's response 
to a number of NTBs. 
The Act is aimed at fulfilling a developmental role by strengthening US relations with those "regions in the 
world that are making significant strides in terms of economic development and political reform" (CSIR, 
20(0). The Act itself states that "it is in the mutual interest of tile United States and the countries of sub-
Saharan Africa to promote stable and sustainable economic growth and development in sub-Saharan 
Africa ... " (AGOA. 2000). The AGO A is essentially a 2-part Act that on the one hand relates to the non-
textile / garment sectors and on the other to textiles and garments (clothing). A special set of conditions 
appl ies to the textile and garment sectors. 
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The AGOA provides for qualifying sub-Saharan countries to obtain duty-free and quota-free access to US 
markets, and in South Africa ' s case, it seems likely that the textile and clothing industries will be among 
the industries to benefit the most from the Act. On October 02, 2000, the U.S. issued a proclamation 
designating 34 SSA countries as eligible under the provisions of the AGOA (Swaziland was subsequently 
included on January 18, 2001). Notably, Zimbabwe was not included in the list of designated countries, 
presumably due to the current political problems and reported human rights abuses. Of the 34 qualifying 
countries, 29 countries are designated as being Lesser Developed Beneficiary Countries (i.e. those with a 
per capita GNP of under $1 ,500 in 1998) . They thus qualify for an additional preference of duty free and 
quota free market access for apparel made from fabric originating anywhere in the world. This special 
provision has as its expiry date the 30 September 2004. Fig. 8. J shows those SSA countries (dark shade) 
that are eligible for qualification in terms of the Act. The countries with a light shade are part of SSA, but 
(as yet) do not qualify under the AGOA. The non-shaded countries are excluded, as they do not form part 
of sub-Saharan Africa. 
!II. .. ~ 
. " 
Fig. 8.1 
OSSA Countries (NOT AGOA Eligible) 
CJ SSA Countries (AGOA Eligible) 
Country Boundaries 
o • 
Map of AGOA-Eligible and Non-Eligible Sub-Saharan African Countries 
(AGOA, 2001; own projection) 
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With the exception of Bots\\iana. Gabon, Mauritius. "Namibia. the Seychelles and South Africa. all SSA 
countries fall into the Lesser Developed Belleficiarv COUlllry category. However, they still need to meet the 
general AGOA eligibility requirements in order to qualify for the benefits (i.e. free market access to the 
U.S.) under the Act. Not being classified as Lesser Developed C01llltries, South Africa and traditional trade 
partners such as neighbouring Botswana and Namibia. as well as Mauritius, were singled out as amongst 
the countries that were banned from llsing t~lbrics other than those manufactured in Africa or USA. This 
may turn out to be the greatest short to medium term benefit to the South African textile industry, as the 
AGOA will lead to significant -'new" demand for locally produced fabrics. However. it seems unclear how 
the provisions of this Act will harmonise with SADC trade agreements, which envisage duty-free trade 
amongst its member states. The case involving 1\;1alawi (South Africa imports significant quantities of 
clothing and textiles from Malawi, much of which may have originated in the Far East) could be 
particularly interesting. as it appears that a loophole may exist whereby South African clothing 
manufacturers. using foreign-sourced fabrics, may simply export their wares to the US via Malawi or 
similar (in terms of 'rules or origin') countries. It would seem that only a strict enforcement of the 'visa' 
system as stipulated by the Act would prevent many of the potential discrepancies and loopholes forming. 
2 
6 
Key Features of the AGOA 
Wherea, in the past allY developmental legislation was usually geared towards debt n:structurIng or relicf: the provisions 
Oflhis Act arc significantly dilTcrent in that its statd alms are to stimulate economi<.: 
munllJhcturing abilit~ and capacity as well as <:mploymcnt kvcls 
and thereby im:rcases in 
now ad l'a/orem 
20~o). nell opportunities through greater market access are prO\idcd to many of the poon?st nations in the 
Ilorid. 1'\;;11 il1lestmcnts in nWl1ui"acluring capacit:- I\ill have a positilL cfll:ct on economic dLvclopmcl1t 
annum: these coulltries may lise importee! fabrics 
articles" for a period of 4 years (i.e. until 20(4). 
clothing: others limitLd to fixed p"rcLntage 




Table 8.2 Key Features of the Africa Growth and Opportunity Act (CSIR, 2000; AGOA, 2001) 










Sec! iUIl 8. The Trade Environment 
Key Criteria for Eligibility under the AGOA 
A country needs [0 progress [0\\ arJs 
estahlIshing. n 1113rket-haseJ economy. the rule or law. the elimination or barriers to US trade and Investment a system to 
comhat corruption and bribery. economic policies that promote economic dc\clopment dc. 
::2 cOllntr} has to hale in place an effective '"visa" system. d1ll11csti..: Imls and to prevcnt unlawfultrClnssilipmcnt oCthe 
artICles and lhe usc of coullterfcit docul11c:nls 
3 Thc Customs Dcpartmcnt must at alltilllcS be allO\lcd the necessary access to illlcstigatc allegations transshipment 
of goods through such country 
At requcst of US 
5 accurate records of at 
least 1 YC"ll'S (from date of ll1anut1lClUrc and lor export) 
89 
6 hall; to upon requcst provide all the country of origin articles as used by 
lhal CLluntry ill lInplcmenting all elTcctlvc visa system 
Table 8.3 Key Criteria for Eligibility under the Africa Growth and Opportunity Act (AGOA, 
2000) 
While the local clothing industry is likely to benefit more than the textile industry, any benefits to the 
clothing industry are indirectly also beneficial to local manufacturers of textiles. According to the South 
African Clothing Federation (Clofed), predictions are that the Act will lead not only to major textile sector 
investment but will also create between 130,000 and 150,000 jobs by 2003 (Theron, 2000). The AGOA 
wou Id haw a "pipel ine effect" that should significantly increase employment prospects with in related 
industry sectors. South Africa's market penetration in the LJS was estimated by the same source to be in the 
region of 0.1 %, and unlikely to grow even to 0.5% in the sh0l1 term. The Act. however. essentially 
provides for sllstained annual growth of almost 20 % per annum in duty-free exports of African textile and 
clothing products to the uS, considering the rising import cap of 1.5 - 3.5 %. 
8.3.2 Requirements to benefit from the AGOA and the 'Rules of Origin' 
As mentioned previously, the AGOA is essentially a 2-part Act that on the one hand relates to the non-
textile / garment sectors and on the other to textiles and garments (clothing). A special set of conditions 
applies to the textile and garment sectors, placing additional conditions on exports from these sectors 
wanting to qualify for the benefits offered under the AGOA. 
For SSA countries to be able to take advantage of the opportunities offered by the AGOA a number of 
criteria need to be fulfi lied. These terms and cond itions have been introduced by the US to prevent 
exploitation of the benefits accompanying the Act. In particular, it is suggested, the US is keen to prevent 
SSA from simply becoming a 'go-between' gateway for Far Eastern countries for gaining access to 
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'restricted' US markets (transshipment). In many cases, due to a long history of 'dumping' and predatory 
market practices, certain aspects of trade between some Far Eastern countries and the C S have become 
restricted. In most instances, quotas have been put in place, limiting sllch countries from excessively 
exporting to the CS. The AGOA seeks to promote economic development in SSA, as well as opening up 
African markets to US imports and creating new sources of supply form a "region richly endowed with 
both natural and human resources" (AGOA, 2000). Whether these are the 'only' reasons is not clear. One 
could speculate that the US is seeking a restriction-free market for its products (bearing in mind that the US 
has a trade deficit that has been growing to unsustainable levels), while SSA exporters struggle to meet the 
eligibility requirements for greater US market access, In addition, lack of competitiveness could make 
market penetration in the US very difficult. 
The most fundamental requirements that have to be met before a beneficiary country can export to the U.S. 
under the pnwisions of the AGOA, can be found in the 'Rules of Origin', This provision states that a 
product must be the "growth, product or manufacture" of a (el igible) beneficiary SSA country. Also, 
documentation regarding the country of origin of the covered articles must be kept including 
documentation sllch as production records, information relating to the place of production, the number and 
identification of the types of machinery llsed in production, the number ohvorkers employed in production, 
and certification frol11 both the manufacturer and the exporter. 
Thc principal aim behind the rules of origin is adherence to the aims of the AGOA and the prevention of 
transshipment. Transshipment occurs where the provisions of the AGOA and country eligibility status are 
abused and non-eligible countries' goods pass through SSA countries \vithout any significant value being 
added, merely to obtain the benefits under the AGOA. Severe penalties are imposed where transshipment is 
identified. including a 5-year ban from all AGOA benefits for the exporter, his sllccessor and any other 
entity owned by the exporter. The eligibility status of an industry or country as a whole may also be 
threatened. 
8.3.3 Textile/Garment sectors: Quotas, Rules of Origin and the Visa System 
For the textile and clothing (AGOA speaks of 'garments') sectors, the rules are significantly more stringent 
than for all other sectors, The average duty applicable to garment imports into the U,S. presently stands at 
17.5%. but falls a\\'ay where AGOA criteria are met. The most fundamental differences lie in the fact that 
for the texti Ie / garment sectors, the following general cond it ions apply: 
• Exporting countries have to establish an effective 'Visa System' and have in place strong enforcement 
mechanisms and verification procedures, to ensure compliance with the Rules of Origin; 
---_._--- ~ ~ .. ~.-.-.-.•. -.~-.-.-•. 
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• Quotas are in place to ensure that for certain garments a quantitative (as opposed to value-based) 
cei I ing is not exceeded by beneficiary countries as a whole. This cap is measured in square metre 
equivalents (SME·s). 
Textiles may not be exported directly to the U.S. and qualify for AGOA benefits, but will incur normal 
duties and quotas. However, clothing (garments) may be expOlied duty- and quota free subject to the 
following: 
• Garments are wholly assembled in SSA from fabrics (cut and formed) ;n the U.S. and yarns (formed) in 
the L:.S.: 
• \Vholly assembled in one or more SSA Lesser Developed Countries (as previously defined) regardless 
of country of origin: 
• Sweaters produced ft'om Cashmere or Merino wool; 
• Garments produced from yarns and fabrics not available in commercial quantities in the U.S. 
Garments assembled from regional and other fabrics may be exported duty- and quota free to the U.S. 
under AGOA subject to the following limitation: 
• A quota system limits the annual Square Metre Equivalents (SME's) exported to the U.S .. This 
percentage cap is calculated as 1.5% of total U.S. imports in this category, rising in equal 
increments to 3.5% in year 8 (starting October 01,2000). The quotas effectively allow for a 
apparel exports to the U.S. before even the (year 1) cap is reached. 
Table 8,4 AGOA Quotas and the Rules of Origin (AGOA, 2001) 
The visa system ("Special Rules") is the procedural formalisation of the Rules of Origin and refers 
specifically to the textile I garment industries and is a pre-requisite for exports to the U.S. in this category. 
The system is thus effectively a comprehensive tracking system whereby close records have to be kept for 
all textiles uti lised and garments produced by a manufacturer in an eligible SSA country. As of early 
October :200 I, a total of 9 eoul1tries had qual ified for the "visa system", namely Botswana, Eth iopia, Kenya, 
Lesotho, Madagascar. Malawi. Mauritius, South Africa and Swaziland (see following map). 
-~ ... ~-.. --- .. - ........ -.-.. - .. ~-.. ~-.-.-.. ~-.- .. ~----------~ .. -~.--
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An important concession that South African textile manufacturers were working towards involved the 
'rules of origin' clause. The clause exposed differences in opinion amongst South African clothing and 
textile bodies: textile manufacturers (represented by Texfed) insisting on "only local, meaning domestic 
and African" materials, while clothing manufacturers (represented by Clofed) were hoping to be able to use 
Asian fabrics too. The textile industry clearly feared a repeat of the "Malawi problem" referred to earlier, 
whereby manufacturers from the Far East (who have often exhausted their US market-entry quotas) had set 
up manufacturing plants that only added an insignificant proportion of value to the finished product in the 
host country. By the time the AGOA was enacted, textiles per se did not qualify for direct duty-free 
treatment. The largest benefit to the industry is in the form of increased demand from clothing 
manufacturers, especially South African manufacturers, who are barred from using third country input 
materials (i.e. textiles) in the manufacture of "qualifying" garments . The latter provision relates to the fact 
that South Africa, along with a small number of other regional countries, is not seen as a "lesser developed 
country", thus barring it from the short-term benefits (i.e. until September 2004) associated with being able 
to utilise third-country inputs. 
Fig. 8.2 
s 
_ AGOA Eligible and Qualified for Special Rules 










Map of AGOA-eligible Countries highlighting qualification under "Special Rules" / 
Visa System (as of early October, 2001) (AGOA, 2001; own projection) 
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8.3.4 Concerns Regarding the Terms of the AGOA 
The AGOA offers potentially significant benefits to eligible Sub-Saharan African countries, as well as to 
the U.S., although its complex set of provisions raises some important concerns. These relate mainly to the 
fact that the Act's reciprocal nature, initially not obvious, masks the potential costs and liabilities that 
compliance \\-ith the Act may bring along. A number of general provisions of the carefully worded Aet that 
may pose challenges to the eligible SSA countries include (]\.'aull1ann, 2001): 
• The non-negotiahility of the AGOA, it being 'imposed' or 'offered for acceptance' rather than being a 
negotiated agreement, has resulted in several contentious, restrictive or essentially one-sided 
pn)\isions: 
• The drawn-out and stringent requirements for country eligibility, and especially compliance with the 
visa system, make compliance with the conditions attached to the AGOA challenging and bureaucratic; 
• Concerns that the underlying intention of the Act is to secure greater access to Sub-Saharan Africa's 
(SSA) natura I \vea Ith (low vallie added e.g. minerals, oi I), wh i Ie providing new markets for tJ.S, 
manufacturers (higher vallie added) in SSA: 
• While the AGONs term of application commenced on October 01, 2000, fulfilment of the eligibility 
requirements can take months or years. At the same time, the Act makes provision for essentially 
unrestricted (and immediate) access to SSA markets and thereby potential exploitation or harm to 
sensitive or infant industries (however, it would appear that the clothing and textile industries may be 
two of the industries most likely to bene/it); 
• In the case of the apparel! textile provisions, the quota limits for SSA-sourced fabric and yarn input 
materials being based on Square Metre Equivalents (SME) as opposed to value may counter efforts by 
SSA garment manufacturers to move up the value chain. There is also a danger of the quotas being 
'monopolised' by those eligible countries that already have a relatively strong garment manufacturing 
base. 
• While the potential benefits offered to SSA countries are significant, similar benefits have been offered 
as part of the Trade and Development Act to Caribbean countries under the U ,S.-Caribbean Basin 
Trade and Partnership Act (CBTPA). The proximity of these countries (especially in terms of logistics 
and consequently response times) to the U.S. market may have a negative impact on possibilities for 
penetration of U.S. markets by SSA. 
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• The right of the U.S. to unilaterally cancel the eligibility of SSA countries or individual SSA 
producers to AGOA benefits with no recourse to independent dispute settlement. 
To some SSA industries, the market access opportunities offered by AGOA may provide the required 
stimulant that could allow longer-term survival and growth. The Act is likely to lead to significant 
increases in two-way trade between the U.S. and Sub-Saharan Africa, although this also means an increase 
in potential competition from abroad. The South African clothing and textile pipeline is, relative to 1110st 
other eligible countries. likely to obtain the greatest benefits as a result of the AGOA, owing largely to its 
relati\e size and strength within Africa, as well as greater availability of manufacturing capacity in the 
short to medium term. 
Amendments to the AGOA are presently being considered by the U.S. legislature, which may lead to a so-
called AGOA II. For example, the US congress is looking at removing the limits of clothing that SSA 
countries can export to the US, if they are manufactured in Africa (Barber, 2001). This in turn would 
benefit the texti Ie industry. Accord ing to the Texti Ie Federation (2001 b), there are a number of aspects that 
will be important for South Africa, as well as many other SSA countries. These include the extension of the 
AGOA beyond its 2008 cut-off date, the non-extension to more developed SSA countries of the third 
country fabric concession, and the inclusion of yarns, fabrics and household textiles as qualifying for duty-
free access to the U.S, A significant concern, of course, is that AGOA ends in 2008, and what may happen 
if the pro\isions of AGOA are not extended. The key \vill be to make lise of this 'window period' to gain a 
foothold in the US market -as once gained, it is much easier to maintain it. Exporters may have to incur 
significant initial start-up costs, especially relating to the U.S. market. 
These include information costs (i.e. market research), the upgrading of packaging and perhaps product 
quality. and building marketing channels. Where SLlch costs are imp0l1ant considerations for exporters, 
sunk costs "hysteresis" may occur. This means that once expol1ers have overcome the initial export 
barriers, momentum is likely to be established and (a greater number of) firms may continue exporting 
even if the favourable trade policies (i.e. the drivers) are diminished (for example the duty-free market 
access), In other words, those manufacturers who are able to penetrate new markets tend to continue to 
operate in these markets (Kaplan, 200J). As long as an exporter's operating costs are covered, he will 
remain in the market. From a policy perspective, the key is to get firms to 'star/' exporting and provide an 
environment that is conducive for expol1 growth. Furthermore, if getting into exports is a greater challenge 
than the expansion of export sales, government may shift its focus from exp0l1 subsidies (which are often 
perceived to be of a temporary nature) to providing market intelligence and improved export infrastructure 
(Roberts and Tybout, 1995). In this way, uncel1ainty is replaced by policy stability and consistency. 
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8.3.5 GATT 
The General Agreement on Trade and Tariffs (GATT) formally came to an end with the implementation of 
the Marrakesh protocol early in 1995, and was replaced by the World Trade Organisation (WTO). This 
trade agreement meant that countries who were signatories to the agreement. which included South Africa, 
formally committed themselves to a specific phase-down of import duties. subsidies and other trade 
barriers. 
Shortly after South Africa became signatory to GATT in 1994, it agreed to an acce lerated phase-down of 
import tariffs over a 7-year period (the agreement required a maximum of 12 years). This not only posed a 
greater challenge to the textile industry than originally anticipated, but also showed the Government's 
commitment to forcing the South African textile industry to become more efficient and competitive as soon 
as possible. The agreement has as a consequence that South Africa is opening up its market to foreign 
competition faster than what would have been necessary, placing significant pressure on the domestic 
industry to adapt. The reverse side is that local conSLlmers and firms can take advantage of cheaper imports 
and raw materials (e.g. fibre and yarns), which will have some positive effects on the industry as a whole. 
A positive spin-off is that this increase in competition pressurises an industry (and country as a whole) to 
re-allocate its resources away from illeffic ient production to more efficient uti! isation of its resources (i.e. 
more efficient production methods and distribution channels). 
Textile Industry Tariff Phase-Down Schedule (1995 - 2002) 
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Table 8.5 Textile Industry Tariff Phase-Down Schedule (Texfed, 1999b; House, 2000) 
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8.3.6 The European Union Free Trade Agreement (EU FTA) 
During March 1999. the South Africa / EU Free Trade Agreement was first ratified by both the European 
and South African parliament (although numerous 'hitches' have delayed its final implementation to, it is 
hoped, the second half of 2000). The agreement is good news for the textiles industry in that it significantly 
increases trade opportunities between South Africa and the European Union, as well as providing better 
access to international technology and know-how. At the same time as opening European markets to South 
African manufacturers. the agreement will further expose local producers to the pressures of heightened 
foreign competition. 
According to the South African Revenue Services (SARS. date unknown). the main objectives of the SA / 
Eli agreement especially from a South African viewpoint, are as follows: 
The Main Objectives of the SA / EU Free Trade Agreement from a South African Viewpoint 
1. 
The consolidation of strategic links with South Africa"s main trading partners in Europe with a \iew to the provision of 
2. in those sectors \\'here it is competitive; 
, 
J, 
5, and regional economics, 
Table 8.6 Objectives of the SA / EU Free Trade Agreement from a South African Viewpoint 
(SARS, date unknown) 
Some criticism has been levelled at the agreement by local manufacturers and labour organisations, who 
are of the opinion that the benefits are not entirely reciprocal, favouring Europe. This criticism appears to 
be largely based on the fact that the EU is scaling dowll tariffs off a much lower base percentage, while 
continuing to extract last-minute concessions from South Africa. 
The FTA with the EU initially held much promise for mutually beneficial trade between South Africa and 
the EU, although delays with its implementation have lead to uncertainty within South African industry. 
The agreement. in terms of which duties on 1110st trade articles would be reduced or scrapped entirely, is 
likely to lead to increased trade between the EU and South Africa. At present taking into account the top 
25 international trading partners of the South African textile industry. the South African textile industry has 
a significant trade surplus with European countries (see also Section 7.3 on Revealed Comparative 
Advantage and Appendix 06) (DTt 2000). By way of comparison. there \Vas also a significant trade 
---'-----' 
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surplus between the US and South Africa, although total trade between South Africa and the EU exceeded 
that between South Africa and the US almost three-fold. 
South Africa has a trade surplus with the UK (which was the South African textile industry's 3rd largest 
overall trading partner during 1999), as well as Italy and France, while a trade deficit was incurred \\lith (in 
descending order) Germany. the Netherlands, Belgium, Spain and Portugal. The overall trade f~gure reveals 
that at present South Afi'ica appears to have a comparative advantage over the EU in the manufacture of 
textiles Revealed Comparative Advantage analysis in Section 7.3), The impact on the South African 
textile industry in response to the SA-EU FTA remains to be seen, although it is clear that the EU would be 
scaling down tariffs on clothing and textiles off a much lower base that South Africa. In theory this means 
that some of the trade surplus between countries may be reduced, especially considering the likelihood of 
non-tariff trade barriers such as environmental demands. required lead times and quality issues. 
According to one source, the local textile industry could double its size (in terms of output) if the European 
Union (and US) would open their markets to South Africa, without the present (very high) restrictions 
(OTl. 1998a). The validity of this statement, which ties in with statements made about the clothing and 
textile industries by the SA Clothing Federation (Theron, 2000). should soon become evident as trade 
especially bet\\een South Africa and the US increases in response to the US African Growth Act. 
Parallel to developments as a result of the SA I EU FTA, the European Union is continuing to liberalise 
access to its markets. The EU has recently adopted measures to liberalise the imports of 65 categories of 
textile and clothing products from other members of the World Trade Organisation (WTO, formerly known 
as GATT) (Textile Federation, 2001 b), This adopted EU regulation implies that 37 bilateral product quotas 
vis-a-vis WTO members. and possibly another 28 when taking into account China and Taiwan's likely 
accession to WTO member status, are eliminated. The EU Commission, the EU's executive body, is also 
presently in talks vvith third countries aimed at "reciprocal market opening of textiles and clothing 
trade" (Textile Federation, 200 I b). 
One of the underlying hypotheses of this report is that \vhile tariff-based trade barriers. especially in the 
textile and clothing industries. are being reduced world-wide in line with GATT! WTO recommendations 
and bi-Iateral trade agreements, they are being replaced with non-tariff and mainly technical trade barriers. 
These are often specific environmental demands, and frequently take on the form of demanding compliance 
with \vell-kno\\n eco-Iabels and other formal certification. While, primo./cJcie, the downscaling of tariff 
barriers and quotas between South Africa and the EU opens up new opPol1unities for textile manufacturers, 
on a practical le\ els the flow of benefits may be largely one-way. The EU region, \vhere the market for 
eco-Iabelling has progressed significantly and environmental awareness is great, may thus become an 
increasingly difficult market to penetrate, notwithstanding current trade volumes, 
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The South African textile industry generally does not comply with any eco-Iabelling schemes or similar 
certification (except for a very small number of progressive manufacturers), and it is highly I ikely that this 
wi II become a ificant competitive disadvantage in future. Eco-Iabelling, dealt with in Section 12 and 
13. IS not restricted by WTO regulations provided that celiain transparency issues are met. Un less South 
African manufacturers can accede to the non-tariff barriers that (will) restrict EU market access (mainly 
through certified compliance with minimulll environmental standards). trade agreements such as the EU 
trade pact will be of limited benefit. If anything, they \vill further expose the domestic textile industry to 
competition from "Iean and mean" E.U. manufacturers. 
8.3.7 The Mercosur Treaty 
Whlle South Africa is 110t a member of the Mercosur treaty. this trade agreement nonetheless holds 
potential advantages and disadvantages for the country. While agreements that lower the barriers of trade in 
most instances lead to overall economic and welfare gains for the countries involved, losses may be 
incurred by certain sub-sectors of the economy for a llumber of reasons. 
The Mercosur treaty is the result of the formation of a trade bloc in South America between variolls of its 
countries. The member countries consist of Argentina, Brazil. Uruguay and Paraguay, and the treaty was 
formally implemented in December 1994 with the signing of the Protocol of Oura Pre/o. This was after an 
earlier treaty \\as signed by all four countries in 1991 in ASlincioll. Paraguay, which provided for the 
creation of a common market among these four countries knmvn as the . Southern Common Market' 
(\!1erCOSuL 200 I). 
\Vhile membership of Mercosur is open only to South American states, the treaty provides for other 
countries or regions joining the common market through free trade agreements. Mercosur has since its 
inception been joined by 'associate members' such as Chile (1996) and Bolivia (1997). Currently. 
negotiations are underway \\ith several othcr South American countries. especially with the Andean Pact 
(consisting of Columbia. Peru, Ecuador, Venezuela and Bolivia), Central American countries, the European 
Union as \vell as the SADC (MercosuL 200 I). A 'Framework Free Trade Agreement' between the SADC 
and Mercosur was signed by the South African president in December 2000, with the aim of increasing 
trade between these t\\O trade blocs. From Southern Africa's perspective. MerCOSllr provides a market that 
has an aggregate GDP more than 7-fold greater than that of the SA DC. 
The countries \\h ich are signatories to the Mercosur treaty together form a very large and significant 
market. both in terms of population size and value of output. According to 1999 statistics (CEI, 200 I ), the 
total Mercosur population numbered 232.1 Million, has a combined GDP of US $ 1,15 Trillion and a GDP 
per capita of US $ 4.965. Manufacturing accounts for the largest share of GDP per economic activity with a 
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contribution of23%. Exports in 1999 to non-Mercosur countries amounted to US $ 58,936 Billion, while 
imports were US $ 64,032 Billion. Intra-Mercosur trade was US $ 1 79 Billion in exports and US $ 
16,015 Billion in imports. At present, trade between South Africa and Mercosur countries is still 
insignificant. In terms of the trade in textiles, the same applies, with no South American country falling into 
the largest 25 trade partners in terms of total trade. 
The impact of the Mercosur treaty, or at least the framework agreement between SADC Mercosur, has a 
number of potential consequences for the South African textile industry. The advantage may be that the 
South American forms a largely untapped area in terms of market access, and potentially holds significant 
advantages through the expansion of bi-Iateral trade. 
It is uncertain. hO\vever, if South African textile products in the lower end of the market would be able to 
successfully compete with South American products, although significant opportunities are likely to exist 
in the upper end of the market. In many ways South American economies and markets are in a similar stage 
of development to South Africa's market. Opportunities are likely to be available for those South African 
texti Ie com pan ies that are already sLlccessfully exporting and shown to be internationally competitive. 
Opportunities are more likely to exist in the field of technical and advanced fibres and fabrics, as opposed 
to the bottom end of the market. 
Yet at the same time, a trade agreement with Mercosur also holds new threats for the domestic textile 
industry. The South African clothing industry may use the South American market to access raw materials 
at a lower cost than those available locally, which is a particular concern that has been expressed by the 
textile industry (Kaplan, 2001). 
South Africa's membership of various trade agreements and protocols, notably with the EU, the US and 
\vithin the region, has important implications for its textile industry. These trade agreements grant 
reciprocal preferential access to the member countries' markets, and are lIsually in the form of reduced (or 
abolished) tariff-based trade barriers. With the South African textile industry being especially vulnerable to 
10\\ cr-priced impol1s originating from the Far East oppol1unities presented by preferentia I trade 
agreements (notably \\ith the EU and US) are of critical importance for the industry's long-term survival 
and sustainability. However. the exploitation of opportunities provided by preferential market access to a 
large extent hinges on the successful co-operation within the extended clothing-textile pipeline. Upstream 
industries (e.g. cotton, synthetic yarns etc.) and downstream industries (i.e. the clothing manufacturing 
sector) can have an important impact on the efficient and cost-effective production of texti les. Their role in 
this is discllssed in the next chapter. 
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9. Upstream and Downstream Industries and Issues 
9.1 Co-operation in the Textile Clothing Pipeline 
A large number of manufacturing processes are required before a completed garment is sold by the retail 
sector. Beginning with the extraction, production and farming of raw materials. including oils, dyes, animal 
and vegetable fibres. these materials are converted by the primary industries and supplied to the textile 
industry, which transforms them and adds value. From here on it is supplied, via variolls intermediaries 
(including agents, transport companies etc.)' to the different segments of the textile industry (e,g. 
automotive textiles. blankets. curtains, carpets etc.) as well as the clothing industry, where the textile 
materia Is are further transformed (add ing value) into - amongst others - finished garments. Finished texti les 
are then supplied. mostly through the clothing industry, to retailers and their intermediaries, who in turn 
market and sell these products to the final consumers. 
It is thus clear that the textile - clothing pipeline consists of a number of interdependent industries and 
intermediaries. with each industry transforming its input materials into a product that ificantly ditfers 
from its ra\v material state. or in the case of intermediaries and agents - playing an important part in 
linking one or more different industries to each other. Each role player thus adds value to the final product, 
contributing to industry output and by implication GDP. 
Through this chain of interdependencies, it is also clear that the actions. manufacturing processes used and 
operating efficiency of each player has an effect on both downstream and upstreanl industries. 
Inefficiencies in the supply of raw materials, or price increases. have a knock-on effect right through to the 
final consllmer. Conversely. inefficiencies in the clothing industry (and related high prices or quality 
inconsistencies) are likely to have an impact on consumer demand, and thus indirectly influence demand 
for the products' original labour, economic and raw material inputs. 
The ability of the clothing industry to take on significantly large orders from the local or international retail 
sector hinges both on its ability to have adequate working capital. technology and management know-how, 
as well as its ability to source its textile requirements within pre-determined price, time, quantity and 
quality parameters. An unreliable supply (in any of the previolls variables) would seriously jeopardise the 
ability of the clothing industry to fulfil the demands of its clients (the domestic and international retail 
sector), \"hile this in turn may lead to the supply being sourced elsewhere (often at greater cost). On the 
other hand. the inability of the (downstream) clothing industry to manage its working capital, and 
consequently its inability to take on production orders for this reason, \vill harm the textile industry through 
depressed local demand. 
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It is often maintained that along the 'raw material - textile - clothing - retail pipeline', most of tile value is 
added in the middle stages, \vhile the greatest portion of the price mark-up is added by the retail sector. In 
many cases the mark-up by the retail sector is a multiple of the mark-up added along the en/ire pipeline up 
to that point. Nonetheless, much pressure is exerted by the retail sector on 'upstream' industries, and as a 
consequence margins are generally very small. This often prevents adequate investment in technology and 
working capital. and leads to a viciolls circ Ie of dwindling margins and outdated technology. 
The realisation by the many role players in the pipeline as to the IlllmerOllS, vitally important 
interdependencies should be the first step to ensure sustainability and long term growth of the industries. 
This naturally leads to a need for the establishment of both informal and formal working relationships, 
partnerships and trust by the various role-players, as well as a greater understanding of each other's direct 
and indirect interdependency. 
Of the respondents of the survey conducted in the South African textile industry (see Appendix II), 19% 
noted that they actively co-operated with their clients (being in many cases the clothing industry). 84% said 
that the nature of this contact included the exchange of information, \\hile 37% said that they also had 
social contact \vith their clients. While these values can be considered to be relatively high, the information 
exchange in particular is likely to be limited to non-sensitive information, including product specification 
and quality issues. But in order to be a strong and united force. especially in trade related matters (such as 
large expoli orders etc.). it is vital that this information exchange also includes a certain amount of strategic 
information and even arrangements that may lead to shared savings. For example, the abol ishment of duties 
when exporting to celiain regions (notably the United States following the African Growth and Opportunity 
Act - see belmr) will benefit the clothing-textile pipeline more if the clothing exporters would pass on some 
of these 'savings' (to the textile industry) in return for quality improvements. technological development or 
even shorter turnaround times of their suppl iers (i.e. the texti Ie industry). 
The survey also showed that co-operation between the textile industry and its suppliers is generally good, 
and 79% of respondents said that they co-operate actively through some form of information exchange. 
However, the competitive nature of the textile industry was apparent when only 24% of the respondents 
said that they co-operate with their competitors in some way or other. Of these. 20% said that this co-
operation is in the form of information exchange, while 60% of the respondents that co-operated said that it 
was purely based on trade. This re-enforces the impression that the South African textile industry is 
fragmented in its approach to so-operation and does not show a 'united' front ~ which may be one of the 
essential components of sllccessful (direct or ind irect) export market penetration. 
The lack of co-operation in the pipeline, which includes a lack of information sharing, constrains the 
competitive benefits that can be obtained along the pipeline. For example. the Africa Growth and 
--- .... -~~~ ...... ----.... -
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Opportunity Act (AGOA see Section 8.3), which came into force towards the end of 2000, will be of 
limited benefit to the South African textile and clothing sectors in the absence of a greater cementing of 
working relationships. [n fact, a source in one of the largest textile manufacturers in South Africa maintains 
that good working relationships and trust between the clothing and textile industries are one of the most 
important requirements for benefiting under the AGOA (Friedman, 2000). As textiles on their own are 
precluded from directly obtaining special benefits under the AGOA. while clothing exports are not (subject 
to certain conditions being met), co-operation between the clothing and textile sectors is imperative. The 
South African textile industry is best equipped (especially from a logistics basis) to become the supplier 'of 
choice' to those clothing manufacturers wishing to take advantage of the vast opportunities offered by the 
prO\isions of the AGOA, further strengthening the need for constructive pal1nership and co-operation. 
South Africa is also one of only 4 countries that have, as of April 2001. qualified for eligibility under the 
special textile / garment provisions of the Act. Only eligible countries' textile inputs may be used in the 
manut:lcture of garments intended for duty-free expol1 to the U.S. under the AGOA special textile and 
garment rules. 
9.2 Upstream Indust .. }, 
[n the context as it is used here, 'upstream' industry refers to the main supply sectors of the textile industry. 
Whi Ie 'supply' is a very broad term, and typically encompasses flows of tangible goods ( material inputs), 
services I utility (such as electricity) and information (such as training, institutions etc.), the foclls in this 
section is on tangible flows. in particular the input materials. These sectors form the main players within 
the textiles- clothing pipeline, which refers to the industries in the primary sectors (e.g. cotton growing) 
through to secondary industries such as textile manufacturing and raw material production (man-made 
fibres), clothing manufacturing and the retail sector. 
Most input materials, such as synthetic fibres and cotton, are internationally traded commodities. This 
means that in the presence of international trade, price fluctuations occur on a world-wide scale in response 
to aggregate world demand and supply. [nternational tradability ensures that, especially in the case of the 
raw material smaller producers, output which is not sold domestically can be sold internationally. A 
domestic surplus no longer has the effect of (necessary) placing significant dovvnward (price) pressure on 
that commodity, as there is ready demand for that product internationally. 
COllversely, a domestic shortage no longer automatically leads to rises in the price of that commodity, as 
the ex.cess demand can be imported. Whi Ie th is is the general trend, tariff and non-tariff barriers to trade, as 
well as quality. lead-time and logistics costs can have a significant impact. at least in the short to medium 
tefln. 
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The consumption of fibre by the South African textile industry is dominated by cotton and 'man-made' 
fibres (such as polyester and acrylic). 
South African Fibre Consumption 
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Fig. 9.1 South African fibre consumption (Jafta and Jeetah, 2001) 
The price of many raw materials used in the textile industry is directly, or indirectly, affected movements in 
the oil price . The price of oil, which has risen in price from around US 10 $ / barrel at the start of 1999 to 
over US 32 $ / barrel in October 2000 (it has recently retreated to approximately 25$), has had a significant 
direct impact on the cost of synthetic fibres , which use oil in the production process. While this oil price 
movement signifies a $-based price increase of over 300 %, the concurrent depreciation of the South 
African Rand meant that the price increase was closer to double this percentage. The increase in synthetic 
fibres has consequently lead to upward price pressure on cotton, which according to an industry source has 
a positive correlation with the price of synthetic fibres (Bruwer, 1999) . This as many of these materials are 
direct or indirect substitutes of each other, - most textiles can be manufactured from either natural or 
synthetic fibres . Economic theory thus suggests that price movements of (in this case) synthetic and natural 
fibres are likely to be relatively parallel to each other. 
9.2.1 The Cotton Industry 
There are conflicting statistics regarding the size of the local cotton industry, especially in terms of the 
percentage of local demand for cotton that is in fact being produced in South Africa. 
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According to the Textile Federation, the local cotton industry is afforded unwarranted protection, even 
though it only satisfies about 33% of local demand (Textile Federation, 1998b). Government policy 
requires that South African cotton spinners first purchase all the local cotton supply before being able to 
obtain import permits (Jafta and Jeetah, 200 I). The local consumption of cotton is in the order of 450.000 
bales, of which local supply accounts for 'only ' 150.000 bales (Textile Federation, 1998a). 
On the other hand, figures released by Cotton South Africa, an umbrella organisation consisting of 
government, labour, consumer, industry and farming representatives and concerned with all aspects relating 
to cotton, suggest that the local cotton industry supplies approximately 65% - 70% of the local cotton 
demand at present (Bruwer, 1999). This is up from approximately 50% in 1998. It appears that the 
government is using figures supplied by Cotton South Africa, as policy documents on the textile industry 
show that approximately 50% of the country's cotton fibre requirements are grown locally, the balance 
being imported largely from SADC countries (DTI, 1998a). 
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Fig. 9.2 Average Cotton Prices of Locally Produced Cotton (Cotton South Africa, 1999). 
Figures published by Cotton South Africa show that the local textile industry's fibre inputs consist of 
approximately 27% cotton, and 73% non-cotton fibres (Cotton South Africa, 1999). This value has been 
relatively constant over the 1989 - 1999 period , although it shows a short-term year-on-year decrease 
between 1997 (30.5%) and J 998 (27%). It is likely that cotton (being a natural product) will continue 
losing ' market share ' in the medium to long term to man-made fibres (such as polyester), whose prices may 
decrease at a greater rate (than cotton) due to rapid improvements in production technology. 
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On the other hand. it is thought that the upward pressure on polyester prices (at Icast in the short to medium 
term) due to much higher international oil prices will allow cotton producers to charge higher prices for 
their output. without changing the price-differential between the two 'substitute' products. However. some 
international cotton-experts are of the opinion that cotton output is unlikely to increase significantly over 
the next 5-10 years. and that "most of the increase in fibre consumption over th is period could be suppl ied 
by polyester" (Textile Federation, 2000a). 
There is evidence that the quality of locally produced cotton adequately meets the requirements of the 
South African textile industry (i.e, mainly of cotton spinners), although concern has been expressed about 
the 'variation in the specification of qual ities by spinners' (World Bank. 1991). 
According to the data in Fig. 9.2, it appears that the locally produced cotton's price movement does not 
closely resemble the movements in the Cotlook-A index, v,hich is used as a guidc I proxy l~)r (determining) 
'world' prices (Cotton South Africa. 1999). I-Iowever. as the Cotlook-/\ index is denominated in US $ 
terms. and considering the declining value of the local currency. world prices expressed in ZAR terms have 
generally increased. Also, as mentioned previously. any price movements in the price of substitute products 
(e.g. synthetic fibres) will have an effect on the Cotlook cotton index and thus the local price of cotton. 
9.2.2 The Synthetic Fibre Industry 
South Africa produces and supplies a variety of synthetic fibres to the local textile industry. Not all of the 
locally produced synthetic materials are used in South Africa, though, and the local industry both imports 
and exports part of its synthetic input material requ irements and output respective Iy (Van del' Walt, 1999). 
The quality and specification of some of the local materials, as \vell as the price-quality relationship, have 
been mentioned as being amongst the reasons for some textile manufacturers choosing to import. A further 
reason may be the fact that both local and overseas suppliers of synthetic fibres specialise in the production 
of sOllie materials. and thus achieve econom ies of scale in their specific field. South A frican producers can 
in such cases take advantage of competitively priced materials. 
Lcmer import duties have resulted in increased levels of imports and lower input prices. On the other hand, 
some of the efficiency improvements in the production of synthetic fibres (and their impact on price) are 
likely to be negatcd to some extent due to higher production costs. Rising international oil prices (oil being 
an important input component in the manufacture of e.g. polyester) are likely to place upward pressure on 
the price of some synthetic fibres. 'Ihis in tLlrn puts upward pressure on cotton prices (a 'substitute' product 
in many instances). as cotton producers are provided with the opportunity to exploit the greater priee 
differential (between synthetics and cotton) brought about by higher synthetic fibre prices. 
---- ....... --.~ ----------
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The use of synthetic fibres appears to be on the increase, especially as new technology allows these fibres 
to be produced in an increasingly efficient and cost-effective \vay. World-wide consumption of synthetic 
textile fibres has increased by 2% in 1998, with polyester filament output in particular increasing by 6% 
during the same period (a time when most of the world's economies actually faced a significant downturn 
and subsequent depressed consumer demand) (Textile Federation, 2000a). 
There are approximately 12 producers of synthetic fibres in South Africa, who supply the local industry 
with nylon. polyester staple and filament, acrylic and polypropylene fibres (DT!, 1998a). These include 
well kno\\11 companies sllch as Hoechst and South African Nylon Spinners (SANS) etc.). There are, 
however, no local producers of viscose fibre, although cellulose (as used in the production of viscose fibre) 
is produced locally (DTL 1998a). 
9.2.3 The Wool Industr:y 
Thc wool industry is an important component of the South African economy, and is a supplier to both the 
local and the international textile industry. It is, however, a small player internationally in terms of the total 
wool produced world-wide. This means that it is exposed to international demand and supply forces and 
has little influence on setting the price of wool. The state of the domestic wool industry is thus directly 
linked to the international variables affecting wool demand and supply, which includes (not lastly) 
international fashion trends. The wool industry consists of variolls sub-industries, including merino (the 
most common and largest part), mohair and angora. 
While the average price of wool has increased significantly between the 1998/99 and the 1999/00 season, 
output of the South African wool industry decreased by over 8% from 54.3 million kg to 49.8 million kg. 
Total sales. as a consequence, increased only slightly to R 512 Million in the 1999/2000 season. Exports 
have decreased in the period under review, and this may be attributable to greater domestic consumption of 
\\001 and the fact that the price of wool is linked to the world price anyway (i.e. producers are unlikely to 
achieve significantly greater prices on the export market in the long run). According to Cape Wools (2001), 
most of South Africa's wool exports (by value) go to Italy (31.48%), while a significant portion goes to 
Germany (13.53%). China ( 10.95%) and France (1 0.12~/o). This data appl ies to the period July 2000 to May 
2001. \\'001 production in South Africa is widely distributed, although the bulk is produced in the Eastern 
Cape, the Free State and the Western Cape. Together, these provinces account for almost 70% of South 
Africa's wool production. This is convenient for the Western Cape textile and clothing industries, although 
the country's excellent infrastructure ensures that logistics do not account for a significant disadvantage. 
As is the case \\ith a Ilumber of the textile industry's raw material requirements, their price movements in 
the medium term are often indirectly related to the international oil price. The reasons for this have been 
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highlighted before: oil is one of the materials used in the production of synthetic fibres, which are a input 
material in many textiles. Various textile input materials can be (roughly) substituted, and economic theory 
shO\\s that substitute products portray large Iy simi lar price movements. Suppl iers of a substitute product (in 
this case wool) can demand more for their wool if the price ofwoo1"s relatively close substitutes increases 
significantly. 
The table below provides some key statistical indicators for the South African wool industry (Cape Wools, 
200 I): 
Key Industry Statistics of the South African Wool Industry 
Indicator 1998/99 1999/00 % Change 
Production (m kg) 54.3 • 49.8 - 8.2 
Saks Value (R !\Jillion) 497.6 512.8 3.1 
Average Greasy Price (R!kg - Merino) (i.e untreated) 10.5 12.5 19.5 
;\ \ cragc Ckan Price (R/kg - t\krino) 16.7 20.4 22.4 
(irc;lsy \\001 I:xpons (111 kg) 18.9 14.4 -23.5 
Scoured Wool Exports (Ill kg) 6.2 6.1 1.2 
Production by Province I Region (m kg) 
Eastern Cape 13.1 11.4 -13.0 
free Slute I 1.8 109 -7.6 
\\'c~tern C; 9.8 9.0 -8.2 , 
".:llnllern (';1(1'-' 6.3 ' 5.7 -9.5 
~ Iplllmllanga 3,8 3.5 -7.9 
t- ....... 
Le,olho 1.9 2.2 15.7 
K 11 I-Natal 1.5 1.3 13.3 
Other 1.5 1.4 -6.7 
Table 9.1 Key Statistics ofthe South African Wool Industry (Cape Wools, 2001) 
South Africa currently produces 63% of the world's total mohair supply (ten years previously it produced 
less than 50%) (Mohair South Africa, 2001). Other producers include the USA (15%), Lesotho (7%), 
Turkey (6%). as \vell as Argentina, Australia and Ne\v Zealand (3%). The total output orthe South African 
mohair industry was 4.3 million kg in 2000, a year in which producers realised R225 Million (up 26% from 
1999) and achieved an average sales price of R52.28 per kg (up 25% from R39.46 per kg). The price of 
mohair has risen steadily from a low of just over RIO per kg in 1993 (the comparative 2000 value ({iier 
accounting for inflation is approximately R40). While mohair accounts for less than 10% of the South 
African wool industry, its value per kg exceeds that of wool on average by a factor of almost 5. As a 
consequence, total sales are just under half that of' normal' merino wool. 
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Exports of mohair account for a significant part of the domestic production, mainly to countries such as 
Italy and England, as \vell as to France, China and Taiwan. Locally, at least 8 manufacturers manufacture 
textile products from mohair (\10hair SA, 2001). Wh i Ie mohair was trad itionally used as an input in the 
production of lUxury fibres, the versatility of the product has lead to increasing utilisation of mohair for 
non-fashion and household textiles. South Africa's dominance in the \vorld mohair market both in terms of 
production output and research, provide the domestic textile industry with an excellent platform to 
manufacture highly differentiated mohair-based textiles. Of course, mohair can be blended with 1110st other 
fibres, or lIsed in its pure form. While, in real terms, mohair is at its highest price level in over ten years, its 
uniqueness and ability to (product) differentiate could provide the domestic textile industry with exciting 
opportunities to penetrate niche and export markets. While the down-side to mohair is that it is a product 
subject to fashion trends (not unlike many other fibres, though), innovative marketing, stringent quality 
controls and product differentiation should ensure that it will bc of growing importance to the South 
African textile industry. 
9.2.4 The Dyestuff-Manufacturing Industry 
In South Africa. the dyestuff industry is not entirely an "upstream" industry as used in this context due to 
thc structure of dyestuff manufacturing and occurrence of large-scale vertical integration of dyeing 
processes. Most large textile manut~1cturing enterprises (such as Frame, Berg River and Da Gama) have 
their own dye-houses. and as such do not really deal with external dye-houses. Even some of the smaller 
producers have their own dye-houses, while also doing some commission dying to render such operations 
financially feasible (Claassens, 2000). The industry is collectively represented by the South African Dyers 
and Finishers Association (SADFA). The SADF A focuses on the \\et textile processing industries. SADFA 
has branches in Cape T(m n. Port Elizabeth. East London. Durban and Johannesburg, but is trad itiona Ily the 
strongest in Kwazulu i 1\ata1. 
9.3 DO\\'nstream Industry 
The term 'dO\\nstream industry', as it is used here. refers to industries that provide an impol1ant market for 
the Olltput an upstream industry. In this case. the most important downstream industry of the textile 
industry is the clothing industry. 
--... --... --.. -=--=-----=--------~--------------. ~"-~~"--"'--










Section 9. and Dowl1stream Industries and Issues 109 
9.3.1 The Clothing Industry 
Although this rep0l1 deals primarily with the South Afriean textile industry, the elothing industry is an 
integral and important part of the raw material textile elothing pipeline and can thus not be ignored. The 
close relationship between the clothing and textile industries is best explained through the often inter-linked 
nature of their produetion aetivities, as well as the vertieal integration of some parts of these industries. 
While the dothing and textile industries are, in eertain ways, entirely independent of each other, there are 
many factors aecoLlnting for their elose relationship, mainly due to the fact that the domestic textile 
industry is by far the most important supplier of raw materials to the domestic clothing industry. 
The clothing industry has had a similarly difficult task (as has the South African textile industry) in dealing 
\\it11 the opening of the local market to foreign competition. It has had to leave behind an era that alTorded 
it much economie protection through a wide range of trade measures that discriminated against imports, 
and subsidised exports. The government has committed itself to the phase-down of duties and tariffs in 
accordance with GATT / WTO regulations (in fact, its aim is to scale down the tariffs faster than it is 
obliged to do). which means that the clothing industry can no longer expect protection from foreign 
competition. However. one significant difference exists between the effects of liberalisation on the clothing 
and textile industry. Whereas both industries have felt much pressure on their sales side, the clothing 
industry has benefited significantly from lower input costs through better-priced imports. Since the opening 
of the markets (i.e. lowering of trade barriers such as import tariffs) the clothing industry now has the 
opportunity of taking advantage of the most competitively priced input materials (mainly textiles) available 
internationally. This has lead to a certain conflict of interest between these two industries, where one (the 
clothing industry) lobbied the government for the scrapping of certain import tariffs, while the other (textile 
industry) tried to slow down their phasing out. 
The clothing industry recorded sales output during 2000 of R 10,523 Billion, which was slightly larger than 
that of the textile industry (Statistics SA, 2001c). This industry is located mainly in the Western Cape and 
in K\\azulu-NataL \\here significant parts of tile (upstream) textile industry arc also situated. The industry 
(in the year 2000) was a net importer of clothing of approximately R350 Million. in relation to the total 
value of exports of R 1.605 Billion and imports of R 1.955 Billion. 
The composition of sales in the clothing industry can be broken down into wearing apparel and knitted, 
crocheted at1icles (Statistics South Africa, 200 I c). Wearing apparel accounts for 84% of sales, whi Ie 
knitted and crocheted articles account for 16%. In terms of exports and impol1s, there is no clear 
distinction. The largest exp0l1 eategories are mens' woven cotton trousers, womens' knitted cotton blouses 
and mens' woven wool suits. The main import categories arc mens' woven trousers (cotton), mens' woven 
shir1s (cotton) and cotton T-shirts (Clofed, 2000). 
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The follO\ving table provides a brief quantitative overview of the South African clothing industry: 
Overview of the South African Clothing Industry 
. Amount Percentage 
! 
Main Destination of Exports and Growth Rate 
Category 
I R 1\1 illion Breakdown (Percentage) of Imports 
Total Sales (2000) I R 10.523 100% 
I 
W-:aring Appard • R 11.830 84% 
, 




Exports (2000) I R 1605 I 1995-2000: +75% USA, UK. Zambia. UAE 
Imports (2000) ! R 1.955 1995·2000 +90% , China. Mala\\ i. India. Hong Kong 
Table 9.2 Overview of the South African Clothing Indush-y (Statistics South Africa, 
2001c;Clofed, 2000; DTI 2001c) 
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10. Other Issues Affecting the Textile Industry 
10.1 Raw Material Input Cost Developments 
Cotton. synthetic fibres (e.g. polyester. nylon and acrylic) and wool are three of the most important fibres 
util ised by the South African textile industry. and some of the local demand for these materials is grown 
and/or produced locally. Many ray\! materials, especially those not produced locally or for which local 
demand exceeds local supply, are denominated in CS $ prices. This means that even though a particular 
raw material might be produced only a short distance away from a factory, within the same country, it still 
costs a reasonable equivalent of the world price. Any (slight) price tluctuations would be largely due to 
100\er transpol1 costs of the local supply. This exposes the local industry to the benefits and costs of 
currency tluctuations and international aggregate demand and supply. and mayor may not work in the 
industry's disfavour. 
Where there are barriers to the free trade in materials (or any goods for that matter), world prices lose some 
of their relevance. The South African textile industry is an overall net importer of fabrics and made-up 
textiles. \vhile being an overall net exporter of fibres and yarns (especially \\001, of which over 90% is 
exported. and man-made yarn). The status of being a net exporter of many raw materials does not mean that 
the country can really set its own price. While small price deviations may occur, the price of raw materials 
(where these are of a commodity nature) is always linked to the world price for that commodity. Although 
\\orld demand for many input materials has taken a slight knock follo\ving depressed economic conditions 
in the strong Far East countries sllch as Japan, prices have still risen significantly over the past few years. 
SOl11e of this is the result of the rising crude oil price, which appears to have a knock-on effect not only on 
dO\\nstream industries (such as the synthetic fibre industry), but also that of substitute industries (through 
greater demand) producing natural fibres. 
According to the survey conducted in the textile industry, some producers found that increasing wool prices 
\\cre significantly increasing production costs (see Appendix 11). Vie\vs have also previously been 
expressed by the Textile Federation (date unknmvn) that legislation and cotton industry arrangements were 
placing up\\ard pressure on the price of cotton, and that domestic cotton prices are higher than they would 
be if obtained on international markets. 
The produeer priee index (PPJ) is a measure of the input prices that are faced by an industry. These input 
costs include labour costs, raw materials, interest charges etc. Between 1995 and 2000 (1995 being the base 
year of measurement), the PPJ for the textile industry has increased from 100 to 122.6. At the same time, 
the clothing industry PPJ has increased from 100 to 127.8. 
~-~~"~-"~~~"~---"~-~"~--"'~-"-~-"'~-"'~-"'-' .. 
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Production Price Index 
1995='100 Manufacturing i Textiles I Clothing 
Weigh 70% J 1.S% 2% 
1995 100 I 100 100 
1996 107.8 I IOS.9 I 105.5 
I 
1997 115.9 i 111.3 I 114J 
1998 I 120 I 116.7 1194 
1999 i 126.3 I 118.9 122 
2000 I 136.2 i 122.6 I 127.8 
Table 10.1 Production Price Index (Statistics South Africa, 2001b) 
10.2 Energy 
Electricity consumption leads to another important input cost. According to the Textile Federation, the 
industry is the second largest consumer of electricity in towns and cities across South Africa in which it is 
situated (Texti Ie Federation, 1998c). The textile industry consumed approximately R 155 M ill ion in 
electricity in 1996 (Statistics South Africa, 2000a). While a substantial proportion of the industry's energy 
requirements are derived from electricity, significant use is also made of fossil fuels, especially for heating 
and drying newly-dyed fabrics. 
In South Africa. the distribution of electricity is still of a monopolistic nature, yet Eskom, the national 
electricity utility, has as its official policy that it seeks to provide energy cheaper than anywhere else in the 
world (Eskom. 1999). The price decreases (in real terms) that Eskom aims to achieve are on the back of 
internal efficiency gains through productivity improvements, reduced operating expenditure and cost 
containment (Van Horen. 1997). Eskom has introduced a 14 % reduction in real prices between 1987 and 
1991. and undertook to decrease it by 20 % between 1992 and 1996. It has also endeavoured to reduce the 
real cost of electricity by 15 % between 1995 and 2000 (Eskom, 1999). For example, the 1997 and 1998 
price increases \\ere 3.6 % and 1.9 % below the changes in the average consumer price index (CPI), and 
accounted for a cumulative 13.6 % reduction between 1995 and 1998 in real terms (Eskom, 1999), 
According to a recently published study (Financial Mail, 2000a), South Africa's electricity utility Eskom 
sells electricity at less than half the price of that in other (developed) cOllntries. Using as a measurement 
UK pounds. the currency in which the comparative study was conducted. South Africa's electricity price 
per kWh (kilo-Watt hour) ,,\as approximately £ 0.01, while that of the US (£ 0.04) and most European 
countries (£ 0,04 £ 0.08) was substantially higher. This allows for a certain amount of comparative 
advantage for the South African textile industry vis-c'z-l'is its (developed) world competitors. However, 
inefficient lise of electricity (for example through outdated technology and! or manufacturing processes 
may \\ell erode most or all of this advantage. 
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Of the total electricity supplied to South African consumers, approximately 46 % is used by the 
manufacturing sector. This is by far the largest consumption sector, followed by the mining and residential 
sectors, each accounting for 20 % of electricity consumed (NER, 1996). 
As the textile industry is a relatively extensive user of electricity (Textile Federation, 1998c), the cost of 
electricity is an important co-determinant of variable input costs. Since the emphasis of the country's 
electric it) provision industry is on cheaper electricity, its price is decreasing in real terms, which is in turn 
beneficial for manufacturing concerns. A further stated objective by Eskom is towards making electricity 
tariffs more cost-reflective, which will in turn see a restructuring of tariffs in line vvith the costs of 
provision. albeit \\itl1in socio-economic constraints. The main result will be a shift in price burden away 
f1'0111 high-voltage consumers, and towards subsidised residential and rural consumers and this trend should 
benefit manufacturing concerns (Esk0111, 1999). 1\otwithstanding this, inefficient electricity consumption is 
having a negative impact on the South African textile industry, especially highly energy-intensive 
production processes such as heating and drying of newly-dyed textiles. This provides scope for the 
introduction of new technology leading to greater energy efficiency. Constraints such as lack of access to 
capital and other considerations often render any capital acquisitions in this field financially feasible. 
However, a pilot study conducted by lndustrelek, the consulting division within Eskom, showed the 
potentially significant savings (energy and financial) that can be achieved by the texti Ie industry through 
the introduction of new technology (Financial Mail, 2000b). This study was undertaken at Do Gamo, one 
of the largest textile producing plants in South Africa, and shO\ved how considerable energy savings could 
be achieved through the application infra-red technology that applied the heat directly to the fabric. The 
results were not only an improvement on the 73% heat loss (and cost thereof) that accompanied the use of 
the previous technology. but also faster drying times and improved fabric quality. These results are 
important for any efforts by the South African textile industry to become internationally competitive and 
effie ient. 
While the shol1 to medium-turn outlook for relatively inexpensive electricity is good, one should take note 
of the fact that the vast majority of electricity ( 1994 = 89 % ) is still generated using coal-fired power 
stations (Eskom, 1995). As this is now generally regarded as an environmentally unsustainable method of 
generating electricity due to the increasing scarceness of this natural resource (coal), more environmentally 
friendly alternatives will need to be found in the long term. This is likely to affect the current trend of 
falling electricity prices in South Africa. There are currently great concerns that the impending privatisation 
of EShom is going to lead to major increases in electricity tariffs (Kaplan, 2001). In future, electricity prices 
\\ ill need to reflect the real cost of providing this service, in order for it to remain a sustainable supply. In 
other \\ords. electricity prices are likely to increase significantly over thc next few years, which means that 
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industry will have to become increasingly efficient in the lise of electricity, or else be faced with mammoth 
additional production costs (NER, 200 I). According to the textile industry survey conducted for this 
research (see Appendix 11), 80% of the respondents stated that electricity costs are a significant 
manufacturing input cost in their company. 
10.3 Water 
The price of water has traditionally been very low in SOllth Africa. There are various reasons for this, not 
least of which being the strong emphasis in the past \vas on supply-management as opposed to demand-
management. as well as an inequitable distribution of the available water resources. This distorted market 
signals (for example through excessive supply resulting in a too low price) and thus did not equate water's 
price to its real value. Environmental and social considerations were also often ignored. meaning that many 
of the externalities related to water provision were not incorporated into its price. 
The \Vater Act 54 of J 956. which was abolished at the end of 1998, has made way for the new Water Act 
36 of J 998 and consequently a more "equitable" and "sustainable" form of water supply and demand 
management. This new act envisages an increased focus on the application of the most under-used water 
demand management tool, namely water pricing, which is likely to see industrial water being charged at 
significantly higher rates than in the past (to ensure sustainable water use). and much more stringent 
quantitative and environmental monitoring geared towards the industrial sector (the reduction and 
prcvention of water pollution being one of the main focus areas) (National Water Act, 1998). 
Water pricing is set to not only value the resource according to its scarcity, but geared towards full-cost 
recovery to a much greater extent than was done previously_ This means that all the costs in the provision 
of water will be incorporated into the \vater price (and related eftluent charge). including capital, operating, 
social and em iron mental costs. Likewise, it will be priced according to the margillal cost of providing it, 
leading to an exponential volume I price curve. 
Supply management entails the provision of water through water infrastructure development. as opposed to 
demand management. which makes use of efficient pricing methods, education and a reallocation of the 
historical (inequitable) water rights. The price of water can thus safely be assumed to rise significantly over 
the next years. not only to help finance existing (and future) \\ater infrastructure where necessary, but also 
to act as a deterrent for inefficient and wasteful water use. 
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Water prices vary greatly throughout the country, and are generally lower the closer an area is to a natural 
water resource . Wide regions in South Africa are suffering from a shortage of water, which has forced 
water demand management (i.e. lIsing water prices that reflect the 'scarcity' value of water) to become the 
chosen water management tool. The Gauteng area, for example, already has far higher water prices than the 
Western Cape, and it is expected that prices wiJl further increase in line with the need to use the limited 
(water) resources as efficiently and effectively as possible. The next table gives an indication of water 
prices (for industrial use) in the main metropolitan regions of South Africa, along with projected price 
increases in the coming years. 
A variable that is of interest for the coastal regions is the fact that the cost of desalination of seawater has 
been calcu lated as being in the region of R5 Ikl , meaning that coastal regions should not face water charges 
in excess of this value in the long term (Raimondo, 1999). Inland, the industrial price of water has already 
reached the ZAR 5 mark, and is seen as an important cost component. 
Metropolitan Council 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
Financial Year: '951'96 '961'97 '971'98 '981'99 '991'00 '001'01 '011'02 '021'03 '031'04 '041'05 
Johannesburg 3.00 3.60 4.70 5.00 5.50 6.33 7.27 8.36 9.62 11.06 
Durban 1.77 1.99 2.53 2.89 3.32 3.82 4.40 5.05 5.81 
Cape Town Municipality 1.80 2.03 2.27 2.50 2.88 3.31 3.80 4.37 5.03 
Tygerberg Municipality 1.75 1.93 2.25 2.59 2.98 3.42 3.94 4.53 
Helderberg Municipality 3.30 2.46 2.80 3.28 3.77 4.34 4.99. 5.74 6.60 
Blaauwberg Municipality 1.69 1.81 204 2.27 2.46 2.83 1 3.25 3.74 4.30 4.951 
Oostenberg Municipality 3.04 1.86 1.99 2.29: 2.63 3.03 3.48 4.00 
South Peninsula Municipality 1.47 1.80 2.03 2.27 2.45 2.821 3.24 3.73 4.29 4.93 
Note.' Projectedfuture prices were calculated assuming a 15% annual growth rate 
Table 10.2 Actual and Projected Prices (in ZARll<iloliter) of Water in South Africa (jor 
Industrial Use) (Van Beers, 1999) 
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It is obvious that the incentive to use water more efficiently would be greatest in the Gauteng / 
Johannesburg region , where water (input) prices are more than double that of the Durban and Cape Town 
regions. An article that appeared in a Cape newspaper does, however, highlight the likelihood of imminent 
water price increases in the greater Cape Town region (Cape Times, 1999). 
Rise in costs of water looms in 'V-Cape 
"In an e[forllo conlrol a growing demand/or waleI', Ihe Cape Metropolitan Council has allocated 
R 11.8 Million 10 eight local authorities lor waler educalion programs. The rfleslem Cape was 
identified as one oflhejirsl regions in South AJi"ica which is likely 10 rlln shorl ofwaler. All 
sllilable dam siles have been developed and Ihe fUlure cosl of waler is expecled to rise 
considerably. " 
Current and expected future water costs for the regions listed below can be seen in the following diagram, 
which shows the (approximate) total current and expected water costs per 1000 kl. of consumption (van 
Beers, 1999). Whereas Johannesburg and Durban have a single munici pa 1 ity each, the Cape metropo] itan 
region is (at present still) divided into 5 sub-structures, each having autonomy regarding water tariffs and 
demand management. There are however plans to create a single 'Uni-city' metropolitan council at the end 
of2000. 
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The textile industry (mainly the spinning, weaving and finishing of textiles sub-sector) incurred water costs 
of approximately R 26 Million in 1996 (Statistics South Africa, 2000a). Considering the industry 's turnover 
ofR 9.2 Billion during the same period, these costs were a relatively insignificant OJ % (of turnover). This 
is likely to change considering the national and local government' s new emphasis on water pricing (and full 
cost recovery), as well as stricter compliance with environmental legislation. 
lOA The Cost of Capital and South African Interest Rates 
The cost of capital has a direct effect on the level of investment in an economy . The interest rate, i.e. the 
direct cost to an entity for making use of loan finance, is one of the dominant variables that have an impact 
on investment decisions, wh ile ancillary variables include special tax write-off allowances, incentive 
schemes and the like. A high interest rate thus has a negative effect on investment levels. 
South African industry is faced by real interest rates (i .e. difference between nominal interest rates and the 
rate of inflation) that are often far in excess of those prevailing in developed countries. The South African 
(textile) industry is thus faced by an extra cost burden in relation to its developed country counterparts. 










Section 10. Other Issues Affecting the Textile Industry Page 118 
The nominal interest rate has fluctuated mostly in the 17 - 27 % band since 1990, although it stabilised at 
its lowest level in 20 years of 13 ,5 % during 2001. The prime rate of interest, as shown in the graph below, 
is used as a yardstick for the actual interest rate charged by financial institutions to those enterprises 
requiring finance. The actual level of interest charged by financial institutions depends on the level of 
collateral (security) offered by the enterprise, as well as the risk involved in the transaction as perceived by 
the financial institution. Lack of access to finance, and an inability on the side of providers of capital to 
correctly identify the risks involved (which may often be lower than perceived), has long been one of the 
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Fig. 10.2 The Prime Interest Rate in South Africa (TSE Database, 2001) 
Many firms in the textile industry are small and medium-sized enterprises (SMEs), and are particularly 
constrained by the high cost of and their limited access to capital. It is widely perceived that SMEs have far 
greater difficulty in obtaining finance, due to their smaller size and (apparent) lack of collateral to secure 
such loans. In many cases, financial institution have been unable or unwi Iling either to measure the true 
risk of lending to SMEs, or simplY uninterested in providing finance due to other considerations. Usually, 
where finance has been provided , this has been at 'punitive' interest rates, making most acquisitions of a 
capital nature either un-feasible or at best very expensive . While South African manufacturers now have 
greater access to international capital markets than was the case 10 years ago, the risk involved (in 
particular the exchange rate risk as has been strongly ev ident especially in 200 I) and high minimum 
quantitative requirements have resulted in most such options (of obtaining finance abroad) being 
unfeasible. This general lack of access to capital has, and is still, harming the competitiveness of individual 
texti Ie manufacturers and the industry as a whole. 
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An impOliant role could be played in this regard by the South African Oepaliment of Trade and Industry 
(OTI) in parinership with the 'rextile Federation (Texfed) and the Clothing Federation (Clofed). By 
facilitating the formation of par1nerships and greater co-operation between textile and clothing 
manufacturers through the sharing of knowledge and experience, a greater success rate may be achieved in 
focLising on expoli and niche markets, One of the main constraints faced by manufacturers, especially in 
trying to enter ne\\ markets. is likely to be a lack of effective marketing, as well as perceived high risks in 
entering new markets. \Vhile credit guarantees for export orders are available in the market a government / 
Texfed i Clofed joint venture could provide ail-impOtiant marketing assistance and grants to manufacturers 
(in the form of low-cost finance and grants for marketing materials, international trade fair stands etc.). 
These issues have to be looked at if greater pariicipation by local manufacturers in expoli markets is to be 
achieved. 
This section briefly highlights some of the ancillary supply-side cost factors having an impaet on the textile 
industry, including energy and water costs, ravv material costs as well as the cost of capital. Interest rates. 
which indicate the cost of capital investments. are at relatively high levels vis-a.-vis many of SOllth Africa's 
trade partners. although their levels have recently decreased significantly, As a result. South African firms 
are at a disadvantage \\ith regard to the cost of capital, a situation exacerbated by the fact that much of the 
industry's machinery and equipment is imported from abroad. Water and energy costs, which have a 
significant bearing on the cost of manufacture, have been on a long-term upward trend. Although rising 
costs will. in this regard, have a negative impact on the industry, these inputs are still at price levels that in 
many cases are well below the international 110rm. South Africa should. however, not rely on these to form 
the basis of competitive advantage. at least 110t in the long term. 
The follo\',ing section draws attention to the frequently overlooked environmental aspects of textile 
production. as well as some of South Africa's environmental legislation. Environmental aspects, as will be 
highlighted later. have the potential of becoming a major competitive disadvantage for South African 
textile manufacturers. especially with regard to them becoming technical trade barriers, 
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11. Environmental Aspects of the Textile Industry 
11.1 Environmental Aspects of the South African Textile Industry 
The textile sector has been identified in previoLls studies as being the 3rt! 1110st polluting industry sector in 
South African manufacturing. after the mining and chemicals sectors (E\;IG, 1993). This is largely as a 
result of two important factors: 
Firstly. the majority of textile companies were bLlilt many years ago during a time when there was far less 
concern about the impact they would have on the environment. The general level of environmental 
awareness amongst consumers both end-consumers and the clothing industry. was significantly lower 
than it is today. 
Secondly. legislation pertaining to the environment, as well as enforcement thereof, was on a standard far 
below that of today. Textile companies had relatively lean regulations to adhere to, and where these were 
breached (and this \\as noted by the authorities), little if any action was taken against the textile company 
concerned. The environmental performance of the industry 'vas thus no priority area. 
The textile industry makes significant use of natural resources in its various production processes, as well 
as chemicals and texti Ie dyes. Sometimes only a small portion of these inputs ends up on the final product, 
and significant amounts land up in the various industry \vaste streams. 
Thc industry thus has to deal with sludge waste, gaseolls emissions and water contamination (the textile 
industry is a significant Llser of water, which becomes contaminated with chemicals alld the impurities 
found in fibres). In a previous study, the vast majority of the South African textile enterprises (90%) were 
found to discharge their effluents to sewers, with approximately 10% discharging effluent into the sea, 
riwrs. irrigation systems and landfi lis (G i lfillan, 1997). In addition. very I ittle water recycl ing takes place. 
and significant amounts of contaminated water are released into municipal sewers (E\;IG, 1993). This 
subsequently poses many difficulties and dangers to the biological treatment facilities used by local 
authorities. Table 11.1 and 11.2 show the typical characteristics of textile industry effluents, also 
highlighting the fact that the textile industry is also a relatively intensive water-using sector. The pH is 
generally high. while BOD (Biochemical Oxygen Demand) and TSS (Total Suspended Solids) levels are 
high enough to place significant strain on the environment (Kothuis and Schclleman. 1995). 
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Table 11.1 
Composition Nature 
Starch. 110.\C5. carbo.\ymcth: I cellulose!. polyvinyl alcohol High in 80D and COl) 
glucose. carboxymethyl cellulose. polyvinyl High BOD. COD. solids. dissolved 
alcohol. HIls and waxes 
Caustic soda. waxes. grease, soda ash. sodium silicate. 
nbrcs. surl·actants. sodium 
acids. surbClanls. sodium silicate. sodium 
Caustic socia 
Various dyes. mordants, reducing agents. acetic acid. soap 
PaSles. starch. gUI11S. oils. mordants, acids. soaps 
sailS. loxic compollnds 
BOD. dissolved 
I [igh pi!. 10\\ [30!). dissolved solids 
Strongly coloured. high BOD. disSlllvc:d solids. 
10\\ suspended solids. heavy metals 
Highly coloured. high BOD. llily appearance. 
suspended sol ids 
Slighily alkaline. 10\\ BOD 
Effluent Characteristics of the South African Textile Industry (PRG, 1999) 
The intensities of the effluent streams of the textile industry relates directly to individual firms' levels of 
technology. environmental awareness and production strategy followed. These variables are further 
dependent on a number of variables, including the availability of capital and relevant technology. 
legislative and consumer pressure. competitiveness of labour and capital inputs, barriers to trade and 
commodity prices. The following wastewater parameters are, however. typical of the textile industry. 
Wastewater Parameter 








(mg/L) (mg/L) (L /1000 kg of 
product) 
I .000- 1 (J 000 1.000-30.000 9-11 46.000-\ 00.000 
\00-2.900 2.200-17AOO 10-13 2.500-43.(lOO 
2.000 20()() 9-10 2:'iO()O-83500 
1.300 1.800 9-10 50000-66750 
2.100 1800 
• 
9-10 50 ()OO-66 750 
500-800 1.800 8-10 2:HlOO-42.000 
Typical Characteristics of Scouring Wastewater for Select Fibres (Kothuis and 
Schelleman, 1995) 
The inefficient and polluting lise of water has many reasons: the 1110st obviolls ones arc likely to include 
price considerations such as the low price of water, relatively minor fines for exceeding the pollution limits, 
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and a lack of policing of the pre-determined guidelines (although this is set to change!). -Water 
consumption' and 'm/sle generation in the form of highly contaminated aqueous effluent and sludge 
.t'usles' have subsequently been identified as the most critical problems in terms of environmental impact 
in the textile industry (EMG, 1993). 
\Vhile not as relevant to the textile industry as it is to other industry scctors (where significant amounts of 
vvaste can nor be 'neutralised' and released into the sewers), it is of interest here to mention a particular 
problem which is evident in Kv"azulu Natal. As of April :2000 no disposal site for hazardous wastes existed 
in the province (only 2 low-hazardous waste sites), which is effectively encouraging the illegal dumping 
(Hattingh, 2000). According to legislation, however. it is illegal not only to move hazardous wastes across 
natinnal borders importation and subsequent disposal of hazardous waste), but also to transport it 
across prO\incial boundaries. While hazardous \vaste disposal facilities cxist in the Western Cape, Eastern 
Cape and Gauteng, it is not only technically illegal of KZN finns to dispose of their wastes there, but also 
very expensive (roughly R 12.000 per cubic metre) (Hattingh, 2000). 
Both the industrial acthitics, in this case the manufacturc (and especially dying) of textiles, as well as 
related disposal serviccs. potentially introduce toxic effluents into the environmcnt While all heavy metals 
occur naturally in the environment, most of them become highly toxic as soon as their concentrations reach 
certain I il11its. Such excessive amounts rapidly end up as a serious environmental and health hazard, vvith 
consequent social and economic implications. The textile industry, especially dye-houses, use a significant 
amount of sometimcs highly concentrated quantities of toxic materials, and often only a small portion of 
the (chemical) in puts are actually incorporated in the end-product. 
There is, howcver. sti II a wide gap between the actual and perceived environmental threats of the texti Ie 
industry. It has been shown that seriolls threats of pollution exist within many of the textile manufacturing 
processes, especially where the industrial waste is not treated in accordance to environmental legislation. 
On the other hand. of the respondents to the survey conducted in the South African textile industry (see 
Appendix 11), 84% felt that the textile industry did not pose a significant threat to the environment (with 
11 ~/o being 'uncertain'), although 74% conceded that environmcntal issues were nonetheless relevant to the 
industry. Very few companies had been exposed to any environmental pressure (16%), while 5% were 
-uncertain'. Environmental pressure, in this case, referred to environmental demands and / or pressure from 
local government provincial I national government, suppliers. clients, waste minimisation clubs and 
consultants. 72% of respondents did also not anticipate environmental pressure from the above in the short 
to medium term. Of those companies that had been exposed to some kind of preSSllre, one-third indicated 
international clients (retail/clothing industry), one-third mentioned \vaste minimisation clubs, and two-
thirds said consultants (multiple answers were possible). :'-Jotably, no pressure was confirmed from 
governing bodies such as municipalities and I or the Government. While this last-mentioned point may 
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underline the previous non-enforcement of environmental legislation, it is an issue that is likely to intensify 
in the short to medium term. 
11.2 Environmental Legislation 
While environmental legislation is, in many cases, adequately '"equipped" to cover most environmental 
issues within the South African manufacturing sector, a lack of enforcement capacity (or, in some cases, 
lack of political \\illingness), has in the past made these (environmental) parts of the legislation ineffective 
at best. Environmental legislation is thus often, as with some parts of the country's labour laws, seen as 
being ahead of its time in the South African context, especially with respect to the country's past and 
present manufacturing base and the unemployment situation. According to the textile industry survey (see 
Appendix II), only 12% of respondents said that they felt environmental legislation in South Africa was 
conduciye to textile industry growth. 29% of respondents said it was not \\hile the vast majority (59%) 
\\as uncertain. This needs to be seen in context with a later question relating to the environmental impacts 
of the textile industry, \\here 74% of the respondents conceded that environmental issues were relevant to 
the South African textile industry, but only 5% felt that the South African textile industry poses a 
significant threat to the environment (in those areas that it is situated in). 
Large parts of South Africa's environmental standards and legislation are modelled on developed world 
standards and he.lt ({\'oiloble technology not entoiling exces.li'·e cost (BATNEEC), while the enforcement, 
and consequently awareness and technological standards used in manufacturing enterprises, often lag far 
beh indo Much work has, however, been done in recent years to increase not only awareness of the harmful 
side-effects of manufacturing sector waste streams, but also the enforcement of these pre-determined limits, 
as amended form time to time. Manufacturers have been advised to familiarise themselves not only with 
the legislation pertaining to industrial effluent, but also the legal consequence of breaching these. With the 
textile industry's status as one of the most polluting industries in South Africa (measure in hazardous waste 
per unit of output) (EMG, 1993), it is important that textile manufacturers take note. Otherwise, 
environmental costs (and related penalties as a consequence of non-adherence to environmental legislation) 
may well become a factor of competitive dis-advantage vis-a-vis the its trading partners and competitors. 
On top of this, there has also been a significant paradigm shift a\\ay from using the country's natural 
resources in an unsustainable manner, especially water and to a lesser extent energy. The emphasis has 
sh ifted based on the premise that greater resource demand management (using price and price 
differentiation as the main tool) will be used by the authorities to achieve more environmentally sustainable 
consumption patterns. Such moves are likely to have an increasing impact on the South African textile 
industry (and industry in general), whieh has in the past relied on the provision of water and energy at 
prices far belm\ their real long-term cost of supply. 
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Not only from a supply perspective are environmental issues increasingly being incorporated into 
environmental legislation and pricing. A greater emphasis is being placed on the monitoring and 
enforcement of pre-determined effluent standards, and transgressors are set to be dealt vvith severely. Once 
again a lack of human resources by the authorities has failed to effectively enforce much of the 
envirollmental legislation that is already in place: many of these shortcomings are at present being 
addrcssed and are likely to lead to a much stricter environmental legislative frame\"ork for the South 
African manufacturing sector. In this regard, the textile industry in particular has been identified as being a 
sign ificant contributor of industrial waste per Rand value of output produced, and will thus encounter 
greater monitoring. 
Emironmental management in South Africa is the responsibility of various governmcnt institutions. At 
nationa I government Icve I. the central po) icy-formu lating and co-ordinating body is the Department of 
EJl\ironmental Affairs and Tourism. Other organisations involved directly or indirectly involved at this 
level include the departments of Agriculture, Water Affairs and Forestry and Minerals and Energy (GC[S, 
2000). 
Important pieces of legislation pertaining to amongst others the textile industry have been introduced (or 
are in the process of being developed) in South Africa. These include the Notional Environmental 
A1clIlugemellt Act (NEJIA) of 1998, the National Waste lvfollagemellt Strafe?:,'}' and Action Phmfor South 
Africa (NWMS) (1998) by the DEAT and OW AF, and the White Paper on Inlegrated Pollution and Waste 
Mallagement j()/' South Ajhca of 2000, also by the DEA T and OW AF. 
'rhe key emphasis of the l-.lEMA is an overall focus on socially. economically and environmentally 
sustainable dcvelopment. and the application of environmental management tools to ensure integrated and 
harmonised environmental management of activities as envisaged by the regulations (on both national and 
provincial level). For this purpose the Committee for Environmental Co-ordination was formed. NElvi4 
also makes prO\ision for the establishment of a National Environmental Advisory Forum which 
gives stakeholders and expel1s the opportunity to advise the \;finister of the DEAT on environmental 
management issues (GelS. 2(00). 
The White Paper on Integrated Pollution and Waste Management (JP& WM ) is a new approach by the 
government ill relation to pollution and waste management. Its provisions are consistent with "international 
trends and our national objectives of efficient and effective management of our ... resources" (DEAT. 
20(0).rhe merall focLis of this landmark document is a move away from the traditional "end-of-pipe" 
treatment approach towards pollution prevention, waste minimisation (and thus pollution at source) and the 
avoidance of ellvironmental degradation, 
--_ ... _-_ .... _-- -------- ..... _._------
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The White Paper also seeks to effectively deal with the fragmented nature of South Africa's legislation 
pertaining to the environment. and the loopholes created due to the wide spread of areas of responsibility. 
The IP&WM largely focuses on the management of the receiving media air. water and soil (DANCED, 
2000). 
The p"ovisions of the IP& WM can be broadly summarised as follows: 
• The prevention and minimisation of waste and pollution at source (i.e. a move away from the 
traditional end-of-pipe approach) 
• Ensuring the integrity and sustained 'fitness for use' of all receiving environmental media (i.e. air. 
water and land) 
• The management and minimisation of the impacts of unavoidable waste from its generation to its 
disposal (holistic cradle-to-grave approach) 
• The remediation of any pollution of the environment by holding responsible parties accountable 
• The integration of environmental, social. political and development needs among all sectors of society. 
It is clear from the discussion in this section that environmental issues are significant in the textile industry. 
The impact of the textile industry, where it is located. on the environment is potentially significant. while 
environmental awareness is only slowly starting to catch up. The survey conducted in the South African 
texti Ie industry found that wh ile 74% of respondents ad 111 itted that env ironmental issues were relevant to 
the textile industry. 84% felt that the textile industry did I1O! pose any significant environmental risk. 79% 
of respondents noted that they had not been exposed to any environmental pressure. be it from any 
authorities or clients. However, only a relatively small portion of manufacturers sampled (24%) had 
achieved international sales (in any significant amount), which in all probability is a strong contributing 
reason for the low environmental pressure felt by companies. Environmental pressure. both locally 
(consumers and authorities) and from abroad (international customers). is likely to increasingly 'require' 
companies to comply with at least minimum environmental standards. This is likely to take on the form of 
direct pressure (i.e. requests for information from manufacturers. compliance etc.) and indirect pressure 
(d ifficu Ity with market penetration. loss in market share etc.). 
This section highlights some of the environmental issues with regard to the manufacture of textiles. as well 
as some of South Africa's environmental legislation, Environmental issues are likely to become 
increasingly important in the years ahead, espec ially in terms of the evidence presented in previous sections 
that identify export markets as a critically impol1ant and feasible (long-term) focus area for the South 
African textile industry. The following section expands the environmental theme by introducing 
environment-related (technical) trade barriers, focusing on eco-labelling . 
.. --.-.--.. ----... -~-.-~--~-.--.----------.- .. - ... -.-.. __ .. _---_ .. _---
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12. Introduction to Eco-Labelling and Options for the Textile 
Industry 
The analysis of the South African textile industry so far has shown that it is increasingly unable to compete 
at the lower end of the market. and that in many cases the imported price of lower value-added textile 
products exceeds the local cost of the input materials required for producing similar products. There are 
many reasons for this, but Illany appear to be related to a relatively unproductive labour force and outdated 
manufacturing technology. However, it was shown that exports were increasing, and that significant 
success was had in penetrating export markets. With the dovv'nscaling of tariff barriers, and the negotiations 
around FT As. the scene appears to be set for continued success in producing for the export market. There 
is. howe\er. a major em'eat: environmental issues are of far greater significance and interest in the 
developed-country markets than they are in South Africa, and environmental concerns are increasingly 
haying an irnpact 011 the purchasing decisions (mainly) of developed countries' consumers. It is possible 
that the South African textile industry's export performance could be signifieantly curtailed if tit does not 
begin focusing on the environmental attributes of the textiles it produces. Eco-labels have been developed 
in many of South Africa's trading partners that allow their (textile) manufacturers to differentiate their 
products according to the environmentally preferable attributes such products may embody. There is a 
legitimate concern that these measures will replace traditional tariff-based barriers, and become new 
(technical) trade barriers to those countries and industries that do not integrate environmental issues with 
production and trade. Non-compliance can become a powerful tool used by developed countries to 
discriminate against developing country manufacturers in obtaining and expanding market access .. 
12.1 What is Eco-Labelling? Likely Implications and Various Definitions 
Eco-Iabelling (or environmental labelling) is a guide for consumers to choose products and services that are 
less harmful to the environment (GEN, 1994). 
An eco-Iabel is a form of legally protected label that is applied to. or certification avvarded to, a product or 
sen ice warranting that the particular product (or scrvice) compl ies with certain pre-determined 
environmental and social criteria. It thus makes a positive statement about the environmental aspects of the 
product. and comes as a reward for the environmental leadership embodied in the product. As eco-Iabelling 
is. in fact. a form of product differentiation, products conforming to and bearing an eco-Iabel are thus likely 
to receive a premium in their respective markets. There is increasing evidence that consumers in 
industrialised societies may be willing to pay a higher price for products that are more environmentally 
friendly than others. particularly if other attributes like quality arc at least the same (Vitalis, 2001). This 
premillm gives producers an incentive to switch to environmentally-sound production methods. and is thus 
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an impOliant driver for eco-labelling (Yerbruggen, 1995). The credibility of the relevant eco-labeL and the 
market for eco-Iabelled products, naturally play vitally important roles in the sllccess of an eco-labeL 
Eco-Iabels are usually based on a product life cycle approach. whereby the relevant environmental product 
criteria are developed following analysis of the environmental impact from raw material usage (so-called 
"cradle") to final end-lise and disposal (so-called "grave"). Life Cycle Analysis (LCA) is thus often 
referred to as the "cradle to grave" approach. A brief overview of the LCA methodology can be found in 
Appendix 07. 
Eco-Iabels are fllliher characterised by being independent from commercial interests (by being 
administered by not-for-profit authorities), and they may not discriminate between applicants by only 
granting access to the labels to certain countries or regions. Eco-Iabels allow consumers to evaluate the 
environmental attributes of the products and services they are purchasing (US EPA, 1998). An eco-Iabel 
therefore assists conSllmers (including institutions and governments that consume input materials and 
products) in making environmentally responsible choices in the acquisition of products and services. Eco-
labels are intended to bring about environmental benefits through the provision of information and 
consequently have a positive influence on consumers' purchasing decisions (OECD, 1994). 
Em'ironmental labels provide an opportunity to inform consumers about product characteristics that may 
not be readi Iy apparent (US EPA, 1999). Eco-Iabels are not directly qua lity labels; however, for a product 
to obtain an eco-labeL it would have to be manufactured under strictly controlled conditions for it to pass 
the criteria laid dO\\I1 by the relevant eco-label. For example, as far as texti les are concerned, 'fitness for 
use' refers to the necessary fastness assessment of the product, for which tests include those for heavy 
metal content and residues, pH, formaldehyde etc. (Burdett, 1997), Eco-Iabels present companies with a 
means of exploring the market for environmentally friendly 'eco-textiles' in a formalised. co-ordinated 
manner. thereby tapping into this market niche whose growth is rapidly gaining momentum. Eco-Iabels 
prcl\ide producers with a means of extracting a preference (and possible price premium) in the market 
place, while informing consumers about the environmental impact of their purchasing decisions (Yitalis, 
2001 ). 
There are \'ariOlls important issues that are addressed partially or fully (depending on the relevant scheme) 
by eco-Iabelling. These typically deal with the use of raw materials and pesticides, resource use during 
manufacture. and performance and disposal of the final product. 
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Important Textile Issues and Eco-Labelling 
I Lse of )inceablc rm\ Illatcrial~ 
2 U: d' agro-chcll1lcals and pesticides 
3 Energy, \\ater and chemicals usage during the d~1C1 and life or the product 
..( Pacl,aging 
5 Iluman lIng) (Occupational health, til for use) 
6 i I\crfurmancc crit.:na 
-, Disposal 
Table 12.1 Important Issues in Relation to the Eco-Iabelling of Textiles 
Eco-labelling can have variolls implications on producers and consumers, Some of the implications thereof, 
such as the possibility of them becoming non-tariff technical trade barriers (TTBs). are discussed later. 
Folilw,ing an evaluation of the successes of the eco-labelling schemes operating vvithin the OEeD, it was 
concluded that (OEeD. 1997): 
• There exists anecdotal evidence which suggests that sales of a product have increased after an eco-Iabel 
has been obtained: 
• Some products \\ith eco-Iabels have achieved significant success in their market obtaining up to 30% 
of the market share within that pal1icular product category, Eco-Iabels had, in such cases, become the 
de!i/clo standard: 
• It \\as found that the success of eco-labell ing schemes \vas positively and strongly correlated with the 
Cl1\irOnlllenta I a\\ areness of that particu lar country and lor market: 
• The importance and sllccess of eco-labels has increased when linked with government procurement; 
• Manufacturers have considered eco-Iabels to be a valuable tool for purposes of communicating the 
qualities of their product as well as the firm's concern for the environment. 
Variolls definitions of eco-Iabelling are used in the international arena, and eco-Iabelling as a procedure is 
divided LIp into a number of components according to type of certification, the nature of the environmental 
'claim', whether the label is mandatory or voluntary, and so forth. 
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The US EPA criteria to define eco-Iabelling programs include the following (US EPA. 1998): 
whether the program relies on first-party or third-party verification (i.e. own verification or 
independent source that awards labels to products and services based on certain environmental criteria) 
positive, negative or neutral labelling programs (where positive programs certify that a product 
possesses certain preferable attributes, neutral programs summarise environmental information about 
the products, and negative labelling warns consumers and down-stream manufacturers about 
hazardous ingredients contained in the product) 
voluntary or mandatory schemes (voluntary typically displaying positive or neutral information, 
while mandatory programs usually containing 'negative' information) 
Eco-labels allow consumers to make comparisons among products bearing such labels. As a direct 
consequence, consumers can use this information to reduce the environmental impacts of their purchasing 
activities by acquiring environmentally preferable products. Labels therefore assist consllmers to "vote" 
their preferences in the marketplace and thus potentially sh ift the market toward products that 111 in imise 
environmental impacts during their life cycle (US EPA, 1999). 
A United Nations definition of eco-Iabelling is somewhat shorter. and describes an eco-Iabel as "a 
voluntary trademark that is awarded to products deemed to be less harmful to the environment that other 
products within the same category" (United Nations, date unknown). It goes 011 to list the two following 
important implications ofthis definitions, namely that: 
an eco-Iabel requires voluntary application by the producer or the products for which the eco-Iabel is 
applied for, and will thus only occur where producer can extract "some extra surplus (or avoid loss of 
surplus) from it'". 
an eco-Iabelling program requires independent third party certification to define both product 
categories [lnd the relevant degree of 'environmental harm' permissible. Inconsistencies and differing 
requirements between various countries may have a negative impact on international trade by acting as 
a trade barrier ( ... ) 
The International Organisation for Standardisation (ISO) has adopted eco-Iabell ing as an important 
tool in obtaining en\ironmental sustainability of business. It has introduced the ISO 14000 series of 
emirol1ll1ent[l\ standards. with the ISO 14020 series dealing exclusively with environmental labels and 
declarations. The ISO's technical Committee 207 on Environmental Management is responsible for the 
development of environmental standards for environmental labelling, amongst others. Its sub-committee 3 
(SC3) classifies eco-Iabels into the following three categories (ISO, 2001: WTO. 1997): 
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Type I environmental labels. i.e. "voluntw}" multiple criteria-based rhird-par(v practitioller programs 
Ihat ([word) labels claiming overall environmental preference of a product within a particular product 
categOlY based un life-cycle considerations". A Type I label can be awarded to goods and services after 
application to an accredited celiification body, vvhich administers the labelling scheme. Such eco-Iabels 
are generally developed on the basis of the life-cycle approach, and its criteria levels are usually set in 
such a way as to enable only those products that are environmentally superior vis-a-vis the rest of the 
respective group to meet them (the criteria), The most \\ell-established eco-Iabelling schemes falling 
into this category are the Green Seal (US), The /\'ordic S11'W1 (t\ordic countries), the EU Flower 
(European Union Eco-Label), Environmental choice (Canada) and the BIlle Angel (Germany). 
Type II emironl11ental labels are those that "collsist of in/orlllatire selfdeclaratioll claims ", made 
without independent third-party certification by, for example, "IllClllll/(.lCturers, importers, distributors, 
retailers or all1'Olie else like~l' to hene/itji'ufl1 them", The absence of third-party verification is likely to 
count against wide-spread acceptance of sllch schemes by consumers, 
Type III environmental labels are those relating to "quantified product information labels based upon 
independent verification using pre-set indices". The ISO technical report 14025, which is the 
forerunner to the development of an ISO standard, defines Type III declarations as " .. ,quantified 
environmental data for a product with pre-set categories of parameters based on the ISO 14040 series 
of standards, but 110t excluding additional environmental information provided within a Type III 
environmental programme", While Type 1Il environmental labels are largely similar to Type I label in 
terms of being voluntary, the main difference is that Type III labels are applicable to all products 
\\ithin a product category, and not just to those select few that are environmentally superior 
(DANCED,2000), 
Further opinion is obtained from a paper presented at the 5th European Roundtable on Cleaner Production 
held in Lisbon, which concludes that eco-labels serve the following defining purposes (Almeida et 
aL 1998): 
Guarantee the absence of substances that can be harmful to human health 
Guarantee that the product has a reduced environmental impact on natural resources during its life 
cycle 
Guarantee that the textile product has been produced III accordance with occupational health 
guidelines, and 
Guarantee the product conforms with certain levels of"fullctional quality" (fitness of use) 
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12.2 Status of Eco-Labelling World-Wide 
The lise of eco-Iabelling schemes has increased significantly since the late, along with an increasing 
a\\areness of the environmental impacts that many of the world's (especially) manufacturing industries 
have 1980's (8agh. 1998, Hyvarinen, 1999, European Union. 200 I). There is a growing recognition that, in 
ordcr to obtain grcater access to certain (mainly developed) markets. companies need to demonstrate 
adherence to sound environmental practices. The growing use of eco-Iabels world-wide is thus indicative of 
important changes in social attitudes towards the environment, and part of a much wider move towards the 
use of market-based instruments (OECD, 1994) for environmental regulation and industrial sustainability. 
Eeo-Iabelling schemes have been developed mainly in Europe. North America. thc Pacific Rim and South 
America where demand for products bearing an eco-Iabel. or complying with certain minimum 
environmental standards. appears to be the greatest. Consumer awareness about the environmental issues 
involved in the manufacture of products and provision of services seems to be both a cause and effect of 
the growth in environmental labelling schemes world-wide. 
A study covering 1110st significant national or trans-national eco-Iabelling schemes in the world (see table 
below). found that there where at least 29 countries, mostly developed ones. that had positive or third-party 
eeo-Iabelling programs in existence (US EPA, \998). As described previously. 'positive' programs 
typically certify that such products possess one or more "environmentally preferable attributes" (LS EPA. 
1998). while 'third-party' refers to the fact that these schemes are verified by an independent source. 
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Countries Utilising Eco-Labelling Programmes 
Europe Pacific Rim 
Country Programme Number* Country Progra Number* 
Auslria Austrian Eco-Iabel 150 China E ·Iabel! Program 43 
.e ,', En ltal 
India Ecornark Cmali:! 
.... 1 Label 
15 I 
r---c------c-
('A'eh Republic ! Czech Eco-I:!bel • 198 Indonesia ! De\elopment l1.a. 
Denlllark Nord S\\lln 3S() Japan Japan Eeomark 2031 
------. 
FlI1land Nordic S\\an 350 Ivlal ;i, Prod :1 Cer1iticali, Program n,a, 
.-
France NF ·En\'llllllllClllenl Mark >300 '\.Ie\\ Zealand E ironmcnlal Choic, SS 
German) Blue Angel & Green Dol 4135 I n,a Sii Green Label 702 
(irccce El:-Eco-Iabclling Scheme >300 SOLllh Korea Korea' Eeomark 219 
r 
!c.;land l\ordic Swan 350 Tai\\an C Mark T Ii 102 
Ita I) EU-J ·Iabelling Scheme >3()0 rhai land The Thai Green Label Scheme N!a 
._ .... 
I clllllourg [t-E, ·Iabell Schellle >300 
Nelherlands Slichling l,,!ilieukcur R6 North & South America 
ABNT-En vironrnenlal 
! \J/a I Nor' Swan i 350 Brazil 
Quality 
Canada's E llal 
Portugal Scheme >300 Canada 
Chnice Program 
Spall1 AE"JOR Medior AI lbienle 14 Uniled SlaleS Ecolel N/a 
linilc:d kingdom EL'-EI -labelling Seheme • >300 i - Energy Guide Wa 
, 
Scientific Cer!. Sysl N/a 
i • Grc, Seal I N/a 
* Vote: iVumber refers to the totall/umber (If 
I 
I Green Star & E 
Nia 
Illbeis awarded lIuder II specific scheme I Slar 
Table 12.2 Eco-Labelling Programmes Across the World (US EPA, 1998) 
The ceo-labelling programs in the above table are mostly national ceo-labelling programmes, some of 
which have specific criteria (and standards) focusing on the textile industry in particular. Other, "private" 
ceo-labelling schemes include the European Oko-Tex certification, of which approximately 5.900 
certificates have already been a\varded. 10% of which are in the developing world (Robins, 1999), 
There is a growing acceptance that ceo-labelling certification programs are useful as a means of market 
ditTerentiatioll (and promoting environmentally sustainable production) by producers, but also a growing 
realisation by developing countries of the need to conform to such environmental standards in order to gain 
(or maintain) market share in their export markets, 
_ ..... _. __ .... _--
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Table 12.3 lists the most impoltant national eeo-Iabels with their date of creation, showing that while eco-
labels have only been in existence for approximately a decade in most countries, they are by now relatively 
firmly established and widespread. 
Overview of Eco-Labelling Programs and their Date of Creation 
















Table 12.3 Overview of Eco-Labelling Programs and their Date of Creation (lTC, 1996) 
12.3 Overview of International Work done Relating to Eco-Labelling 
Eco-labelling is a topic that is dealt \vith simultaneously by a number of international organisations. 
Besides the research work done by eco-Iabelling governing bodies and other standard setting authorities, it 
is also a topic for research and debate amongst a number of international organisations that individually and 
collecti\ely wield significant and often legally binding influence and authority, A few of these 
organisations are dealt with here briefly: 
12.3.1 The United Nations Environmental Pmgram (liNEP) 
Thc United Nations Environmental Program (UNEP) has identified the importance and significance of 
eco-Iabelling at a relatiwly early stage, and the topic has been discllssed extensively by two of its Expert 
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Group meetings in 1995 and 1996 (WTO, 1997). The meetings held in 1995 addressed a number of criteria 




Ho\\ products are selected for coverage by eco-Iabelling schemes: 
The degree of transparency in the development of ecological criteria for eco-Iabell ing schemes: 
The procedural and institutional issues relevant to the establ ishment of an eco-Iabelling scheme. and of 
mutual recognition thereof. 
A paper produced by the WTO (1997) after the second (1996) meeting discusses the following, amongst 
othcr issues: 
• The specific environmental characteristics of three product groups, namely paper. laundry detergents 
and textiles: 
• Prmides a comparison of the ecological criteria applied to certain product categories by different eco-
labelling schemes: 
• Highlights the major methodological assumptions underlying eco-Iabelling schemes. looking at life-
cyc Ie assessment in particu lar. 
12.3.2 The lTnited Nations Conference on Trade and Development (UNCTAD) 
The United Nations Conference on Trade and Development plays an important role internationally in trade-
related matters. UNCT AD was established in 1964 as a permanent inter-governmental body, and is the 
principal organ of the United Nations General Assembly in the field of trade and development There are 
currently 190 states that are members of UNCT AD. Its main goals are the maximisation of trade, 
investment and development opportunities especially of developing countries, and helping them face the 
challenges presented by the rapid economic globalisation. UNCT AD seeks to help integrate, on an 
equitable basis, the \\orld's developing countries into the world economy. to help them face challenges 
arising from globalisation and integrate into the world economy, 011 an equitable basis. It pursues its goals 
mainly through research in various international for a, as well as through technical co-operation with 
member states and intergovernmental dialogue (UNCT AD. 200 I). 
UNCT AD consists of a number of working groups and sub-committees, including the Ad-Hoc Working 
Group on Trade. El1\ ironment and Development (AHWG), which has examined various aspects of eco-
labelling. including its effect on trade (WTO. 1997). According to the same source, the AHWG examined 
the issue of eco-Iabelling and market opportunities for environmentally friendly products at the working 
group's first and second (November 1994 and June 1995). It focused on the following with respect 
to eco-Iabelling: 
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• The comparative analysis of current and planned schemes, with a view to discussing concepts such as 
mutual recognition and equivalencies 
• The examination of possibilities for taking into account the interests of developing countries in the 
development of eco-Iabelling criteria 
At the AHWG sessions. two UNCTAD repOlis were focused on. namely "Eco-Iabelling and l'v/arkel 
Opporllmilies for Em'ironl1lenta/lv FriendZV Products" and "A,lpecls of Establishing and Operating Eco-
Labelling Programs". 
The first report discusses environmentally friendly products and analyses options of defining and certit)!ing 
such products, Furthermore. the competitiveness aspects of eco-Iabelling are addressed. in particular the 
effects on how eco-Iabelling can adversely affect the export competitiveness of developing countries (and 
act as a technical trade barrier (TTB), This report identifies the following important issues for developing 
countries (WTO. 1997: UNCT AD, 2001): 
• (Greater) transparency in the development of eco-Iabelling schemes and their ecological criteria; 
• The development of internationally agreed and accepted guidelines for general principles to be adhered 
to in the development of eco-Iabelling schemes: 
• The encouragement of the mutual recognition of divergent envirollmental criteria; 
• (Increasing) provision of technical assistance and co-operation to developing countries (in establ ishing 
and / or conforming with ecological criteria in the production of goods). 
The second repOli. "Aspects of Establishing Clnd Operating Eco-Label/ing Programs" is an extension of 
the first repOli mentioned above, and deals mostly with the effects of eeo-labelling on trade and the 
environment, development issues sllch as the challenges faced by SMEs in trying to comply with 
emironmental standards. as well as a number of issues pertaining especially to developing countries. 
UNCT AD has formally stated that it will continue to follow the developments relating to eco-Iabelling and 
report on them accordingly (WTO. 1997), This will be done with paliicular reference to the impact of eco-
labelling on trade. el1\ironmental and developmental effects on developing countries, as well as issues such 
as mutual recogn ition (of eeo-Iabels). 
12.3.3 The International Organisation for Standardisation (ISO) 
The International Organisation for Standardisation is an international federation of national standard setting 
bodies from approximately 130 countries (ISO, 200 I). It is a non-governmental organisation (NGO) and 
was establ ished in 1947, Accord ing to the ISO's official website H'IFW, iso.eh (2001), its mission is to 
_ ..__ .. _-- .. -- ... _- .. _---- ... __ ... -----------_ ... __ ._ ... __ .. _--
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"promote the development of standardisation and related activities in the \vorld with a view to facilitating 
the international exchange of goods and services, and to developing co-operation in the spheres of 
intellectual, scientific. technological and economic activity". 
The ISO has a number of technical sub-committees that deal \vith the various aspects of standard setting 
and development research. The development of environmental standards is the responsibility of ISO's 
Technical Committee 207, which deals with the follO\ving topics: 
(a) Environmental Auditing and Related EnviroTlmentallnvestigatioTls 
(b) Env ironmenta I Labell in g 
(c) Environmental Performance Evaluation 
(d) Life Cvcle Assessment 
(e) Terms and Definitions relating to Environmental Aspects 
ISO classifies eco-labelling into three categories (see Section 12.1). namely Type I labels (voluntary labels 
that are awarded to environmentally preferable products and are certified by independent third parties), 
T~ pe II labels (informative self-dec laratiol1 claims) and Type \JI labels (quantified product information 
labels based on independent verification llsing pre-set indices). The main difference between Type J and 
Type III labels is the fact that Typc I labels only apply to the superior environmental performance within a 
product group ([SO. 2001). 
[SO has developed international standards for eco-Iabell ing and published them under the ISO 14000 






Environmental declarations - Basic Principles 
Environmental Labels and Declarations Self Declaration Claims Terms and Definitions 
Envirollmental Labels and Declarations Self Declaration Environmental Claims-
Environmental Labelling Symbols 
Environmental Labels and Declarations Self Declaration Environmental Claims-
Testing and Verification Methodologies 
Environmental Labels and Declarations Environmental Labelling Type I - Guiding 
Principles and Procedures 
Standards haw also been developed for Life Cycle Analysis (LCA), which forms the basis for 1110st eco-
labels. These fall under the following sections (within ISO 14000): 
ISO 14040 
ISO 14041 
Environmental Management - Life Cycle Assessment - Principles and Guidelines 
Environmental Management - Life Cycle Assessment - Inventory and Analysis 
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ISO 14042 
ISO 14043 
Ern iron mental Management Life Cycle Assessment - Life Cycle Impact Assessment 
Environmental Management - Life Cycle Assessment Life Cycle Improvement 
Assessment 
12.3.4 The International Trade Ccntrc (ITC) 
The International Trade Centre (ITC) is a technical co-operation organisation based in Geneva, 
Switzerland. that deals with the operational aspects of trade promotion and export development (lTC, 
137 
200 I). It complements the research, policy, deliberative and normative work of its parent bodies, the World 
Trade Organisation (WTO, formerly GATT) and the United Nations Conference on Trade and 
De\elopment (UNCT AD). The ITC's main role is to build national capacities for improving the trade 
performance of business. with a particular fOCllS on SMEs. Texti les are one of the main focLls areas where 
the ITC seeks to subject-specific technical assistance (WTO, 2001). The object of the textile program is to 
create greater (in particular environmental) awareness within the textile industry. especially in that of 
developing countries. of tile need to lise the transition period before the phasing out of textile quotas and 
subsidies to increase competitiveness, notably by "addressing environmenta I concerns" (lTe. 200 I). 
According to the ITC (2001), over 2800 industry leaders benefited from its regional and national 
workshops over the past 5 years. 
The ITC is actively trying to align its activities with the work done by the \\/TO's Committee on Trade and 
Environment (CTE) on the topic of eco-Iabelling (WTO, 1997). It has been actively dealing with the topic 
of eco-labelling at least since 1995, when it organised a workshop on eco-Iabelling in the textiles and 
clothing sectors. In 1996 it produced a document entitled "Eco-Labelling and Other Environmental Quality 
Requirements in Textiles and Clothing - Implications for Developing Countries", which contains various 
research mticles from the previous year's workshop on eco-labelling. It complements a previous ITC 
publication entitled "Textiles and Clothing: All Introduction to Quality Requirements in Selected Markets" 
(WTO. 1997). 
The object of the lTC's work in eco-Iabelling, in particular its workshops on this topic, is to increase 
a\\areness, especially among developing countries, of the environmental quality requirements that are 
increasingly being introduced ill the textiles and clothing sectors (amongst others), as well as to help 
facil itate the exchange of information between the various industries. 
--- .. --- ... ~- ... --- ------------_ ... __ .. _---------
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12.3.5 The United States Environmental Protection Agency (US EPA) 
The Environmental Protection Agency (EPA) has been active over a number of years in research relating to 
environmental issues and COlllmerce, its interaction, and effects of environmental issues on business 
decisions. It undertook the "Consumer Labeling Initiative" (eLi) at the stalt of 1996 with the stated goal of 
fostering pollution prevention, empowering consumer choice, and improving consumer understanding of 
safe lise, environmental and health information on household consumer labels (US EPA, 1996). This 
research. while dealing with labelling, mainly looked at household product groups such as pesticides and 
cleaners. In 1998, the EPA followed this work with a major research initiative dealing with eco-Iabelling, 
entitled "Environmental Labeling: Issues, Policies and Practices Worldwide" (US EPA. 1998). Included in 
this report is an analysis of environmental labelling programs world-wide, their goals, program 
methodology, stakeholder analysis and eco-Iabelling trends, albeit largely from a US perspective. The 
research forms part of the EPA's "overall effort to educate and in form product users about the 
environmental attributes and consequences of prod Llcts they purchase" (US EPA, 1998). The EPA is 
directly involved with approximately 15 labelling programs (ranging from warning labels [toxins] to the 
development of standards), and is also in contact with almost all environmental labelling programs world-
wide. as well as the International Organisation for Standardisation (ISO). 
12.4 Eco-Labelling: A Non-Tariff Technical Trade Barrier'! 
The international community, during the 1992 United Nations environment conference held in Rio de 
Janeiro, reached widespread consenslls that trade, development and environmental protection are 
compatible and not ll1utually exclusive. It has also been shO\vn that each activity is dependent on the other 
t\\O, and inextricably linked in their goals as follows (Verbruggen 1:'1 aI, 1995): 
• Trade is needed for a more efficient allocation of resources. including environmental resources, and 
is a key instrument for achieving development; 
• Development IS needed to reduce poverty and to raise resources needed for protecting the 
environment: 
• Environmental protection is needed to preserve and develop natural resources that are essential for 
the long-term expansion of trade and sustainable economic growth. 
Some concerns have been raised by various international institutions, as well as by many (especially) 
developing countries, that eco-Iabelling, while professing to be environmentally beneficial, is in fact having 
a negative impact on global trade patterns. This is due to the fact that demands for eco-Iabelled products in 
a particular host country or region may preclude those cOllntries and industries where eeo-Iabels are not in 
existence (or whose existence is not widespread) fi'om successfu Ill' penetrating such markets. 
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To l11al1Y developing countries, the current debate involving eco-Iabelling represents another form of 
industrialised countries blocking out developing country exports. Developing countries fear that stricter 
product standards relating to environmental criteria are increasingly being used as a trade barrier for their 
exports, and that these environment-based restrictions are "used as an indirect means of protecting northern 
industries" (Verbruggen el aI., 1995). As a consequence, the relative lack of marketing power that 
developing countries wield in the markets of their developed counterparts has made the former high Iy 
vulnerable to changing market cond itions, 
As eco-Iabelling is far more widespread in developed countries, demands for such would place a heavy 
burden on developing countries where eco-Iabels are generally not in use. In other words, while eco-Iabels 
may have the benefit of improving the exchange of information pertaining to the pal1icular product(s), they 
may impose a disproportionately greater cost on producers ti'om developed countries. These costs include 
not only the direct costs of compliance, but also the indirect eosts associated with restricted market access. 
A number of factors may have discriminatory effects on foreign producers, and may pose difficulties for 
foreign producers obtaining an eeo-Iabel for the market (or country) that they are producing for, or may 
wish to export to in future. A number of important factors impacting particularly 011 developing cOllntries 
are listed below (lTC 1996): 
• Eco-labelling is usually based on the domestic environmental priorities and technologies of the 
importing country (i.e, where the eco-Iabel was developed), and may overlook the relevant and 
acceptable methods of production in the exporting country; 
• The determ ination of product categories may favour domestic producers over foreign producers, 
leading to foreign producers having to meet criteria that are largely irrelevant in the 'home' country; 
• Eco-labelling criteria may be tailored around all existing stock of technology, which developing 
countries do not have easy access to; developing country producers may have to incur a 
disproportionately large cost burden to adjust to the eco-Iabelling requirements; 
• Differentials in environmental infrastructure (e.g. waste treatment plants) may place a higher burden on 
developing countries in terms of environmental standards and compliance; 
• Suppliers of environmentally friendly (or less hazardous) input materials may be more difficult to 
source from \vithin developing countries where the environmental concerns are different to those in 
developed countries. 
---------~ ~--- .... ~--~ .... ----
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One argument is that the voluntary nature of most eco-Iabelling schemes means that (eco-Iabelling) does 
not create barriers to trade; also, foreign and EU producers may sell products \vithin the EU markets that do 
not have an eco-Iabel (Loprieno, 1997). The real ity of the situation is. hO\vever, that it is pressure along the 
downstream procurement chain which in effect increasingly discriminates against non-complying 
manufacturers and their products. Integrated supply chain management is more difficult to achieve in 
developing countries. both due to lack of awareness as well as logistical reasons. Eco-Iabels can become 
barriers to trade. and are likely to be increasingly used as a guise for protectionism. Developed countries 
ma) attempt to protect their markets from developing country imports by establishing and (in effect) 
imposing criteria on the environmental information on labels that many of the smaller (usually developing 
country) producers will find difficult to meet, mainly in relation to production and procedural compliance. 
There are many complex issues relating to trade and the environment. including but not limited to the 
environmental effects of trade liberalisation, requirements and voluntary environmental agreements as well 
as instruments of environmental policy (such as eco-Iabelling schemes), the effect of environmental 
protection on international competitiveness, the etTect of trade on product standards. and "green subsidies" 
(\Vright. 1996). 
The WTO's COlllmittee on Trade and Environment (CTE) has brought environmental and sustainable 
development issues into the mainstream of the WTO's \\ork (WTO. 1999) It also seeks to build a 
constructivc relationship between trade and environmental issues. Its key requirement is that 
"environmental measures that incorporate trade provisions or that affect trade significantly do not 
discriminate betvieen home-produced goods and imports, nor between imports from or exports to different 
trading partners" (WTO, 1996). This is due to the fact that non-discrimination, in whatever form, is the 
cornerstone of secure and predictable market access and undistorted competition, which in tllrn guarantees 
consumer choice and gives producers access to the full range of market opportunities. The report 
(\VTiCTE/ I) by the WTO (1996) outl ines its stance on eco-labelllllg: It sees eco-Iabcls as important 
environmental policy instruments, and acknowledges that well-designed eco-Iabelling programs can be 
effective instrumcnts of environmental policy. Other than that, there are vi11ually no further WTO 
restrictions regarding constraints on policy choices available to individual countries, and on their right to 
protect their trading environment from production or consumption of either domestically produced or 
imported products. 
The \VTO has clearly defined regulations regarding trade barriers. as contained in its TTB agreement. It 
applies to all WTO members. and covers rules on standards, technical regulations and test and certification 
systems that need to be adhered to (Wright, 1996). 
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Contravention of these rules leads to the TTB agreement becoming applicable. While most barriers to trade 
(including tariffs and many subsidies) are against WTO regulations, eco-Iabelling schemes are generally 
voluntary in nature and thus do not fall within the WTO rules which disallow trade-restricting practices. 
However, especially in the light of the ecological criteria for many eco-Iabels (such as the EL eco-Iabel, 
which is of particular interest to South African manufacturers) being based on a Life Cycle Analysis (LCA) 
approach (see Appendix 07), there is a potential of TTBs arising. LCA (also called the 'cradle to grave' 
approach) is based on an analysis of the entire life cycle of a product from raw material extraction (i.e. 
input materials of the textile industry) to the final disposal of a product. Standards for material use and 
content the product are drawn up and are lIsed as a basis for the LCA approach. A problem with this is 
that the standards arc usually applicable to a certain country or region only, and be of little relevance in 
othcr (often less developed) countries where environmental and resource pressures are of an entirely 
different magnitude and form. In addition, LCA requires a large amount of information, which may cause 
practical problems, especially where some of a product's input materials are imported (lTC, 1996). In the 
absence of. or lack of adherence to, international and \videly accepted methodologies or standards 
concerning LCA, developed with \vide consultation among all stakeholders, there is a strong possibility that 
the LCA approach may create trade barriers. One of the reasons for this is that there may be significant 
adjustment costs for some countries whose industries supply products and services to external markets 
(Wright, 1996). There is concern that, whi Ie the criteria for granting eco-Iabels do not d iscrim inate direct Iy 
bet\veen domestic and foreign producers, the real ity of the situation is that eco-Iabe II ing may de facto 
discriminate against foreign producers, particularly from developing countries OTC, 1996). 
This is notwithstanding the fact that the International Organisation for Standardisation (ISO) has a technical 
subcommittee (207) dealing with environmental issues that deals with standards for LCAs. It should be 
noted here that the term ;'trade barrier" is used here largely to refer to situations whereby products failed to 
succcssfully compete in international markets due to (mostly) environmental reasons. These barriers can be 
consumer-driven or refer to the formal and institutionalised denial of market access. In most cases 
institutions and companies in developing countries have little recourse to international trade agreements 
and international trade bod ies. 
As a result they are lett with little choice but to accept eco-Iabelling as a potentially significant trade 
barrier. and to adapt accordingly to maintain and gain greater export market penetration. 
In South Africa's case. most of the country's expor1s are destined for developed countries, where 
environmental (and quality) concerns are far more widespread than domestically, or in other developing 
countries. To achieve success in export markets, South African companies need to have a competitive 
advantage in the production of sllch (expOI1) goods. 
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This means that they either have to be able to produce certain goods at a lower price than that at which they 
are available in sLlch (export) markets, or they need to produce comparable products at the same price but 
having attributes (such as quality, environmental considerations) that exceed those of competing products. 
Either \vay, it is impor1ant to produce according to what the market wants, rather than 'dictating' to the 
market. 
With reference to the eco-Iabelling of products, the situation is similar. Notwithstanding the fact that 
(export) conSllmer demands for 'cleaner' products (or those possessing some other beneficial attributes) 
may be an impediment to trade, and notwithstanding the fact that such demands may shift a dis-
proportionally large burden to producers from developing countries, the greatest success will be had by 
those producers managing to adapt to the demands of the developed world. If South African producers 
want to succeed in increasing their penetration of exp0l1 market they should rely less on competitive 
advantages brought about by domestic currency weaknesses or multilateral trade agreements, but should 
instead produce what the export market really wants. As the textiles and clothing industries are subject to 
international demand fluctuations and trends relating to material usage, colours and other fashion issues, 
these need to be accounted for, not singularly but in 'partnership' with other less obviolls issues such as 
environmental and social considerations. However, and of no less importance. is the fact that while the 
above-mentioned (fashion trend) isslles may initially be of primary impor1ance, it is the environmental 
issues that wi II increasingly provide manufacturers with a sustainablc competitive advantage. This means 
that especially in the case of developing countries such as South Africa, environmental concerns and 
pressure originating from developed countries should be anticipated, and relevant responses in the form of 
new or mod ified manufacturing and trade strategies forma lly embraced. 
Ernironlllenta I laws and demands are known to be generally far stricter in developed countries than in 
developing countries. - a fact that is often perceived as providing developing nations with an unfair 
advantage ris-a-1'is their developed counterparts. While the original GATT and novv WTO rules are leading 
to a down-scaling of many direct impediments to trade (mainly tariff barriers and subsidies), developed 
countries are increasingly resorting to other (non-tariff) barriers to protect their markets, such as eco-
labclling. These largely escape censure by organisations stich as the WTO due to their voluntary nature, but 
are nonetheless an impediment to trade that will increasingly restrict access to these markets non-
complying manufacturers and suppliers of services. It is clear that eco-Iabels, \vhile unlikely to be officially 
classified as technical trade barriers (TTBs) by the World's governing trade, will increasingly become an 
impediment to trade. Unofficially, therefore, they can be seen as trade barriers. even if the reason for such 
classification are often market pressurc, as opposed to official institutional restrictions. 
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12.5 Eco-Labelling Options for the Textile Industry 
Textile and clothing manufacturers are faced with a number of options when considering formal ising 
environmental compliance of their manufacturing processes and products. These options include obtaining 
a formal eco-labeL compliance with celtain environmental criteria which are consistent with established 
schemes without obtaining formal certification. Only the first. formal, compliance option is dealt with here. 
While compliance with certain requirements pertaining to well-established eco-Iabelling schemes may have 
its own merits (such as complying with regulations peltaining to the non-use of azo-dyes '.vhieh are banned 
in large pafts of Emope and form an integral part of the Oko-Tex eeo-Iabel). it is the awareness and 
markl!fing factor of well-known (formally certified) schemes that would be one of the greatest drivers for 
its implementation. This section thus looks specifically at two of the most well-known eco-Iabelling 
schemes (relevant to the textile industry) that are of considerable interest to the South African textile 
industry. namely the Oko-Tex 100 and Ell Flower eeo-Iabelling scheme. They have been chosen mainly 
for four reasons: one is a private scheme (Oko-Tex 100) while the other a government promoted scheme 
(EL eco-Iabel); both eco-Iabelling schemes have well developed criteria for textiles; these eco-Iabelling 
schemes are growing significantly in importance in the South African textile industry's traditional expO/t 
markets and they have already been introduced or investigated to a limited extent in South Africa. 
12.5.1 Oko-Tex Standard 100 Eco-Labelling Scheme 
The Oko-Tex scheme is probably the most important textile product related eco-Iabelling scheme available 
to the South African textile industry. It is also one of the oldest and most widely distributed textile industry 
eco-Iabelling schemes. Manufacturers and importers of yarn, fabrics or final products may apply for the 
label. Oko-Tex eco-Iabels are issued by the "International Association for Research and Testing in the Field 
of Textile Eco logy", which was founded by the German Hohenstein Institute and the Austrian Institute for 
Textile Research (EM Centre, 2001). While originating in Germany and Austria. the Oko-Tex Standard 
100 \\as de\'eloped by tOUlteen of Europe's leading Textile Research Institutes. In the first 5 years since its 
introduction, the Oko-Tex 100 label has become the most widely accepted and respected textile eco-label in 
Europe. Approximately 5.900 celtificates have already been awarded, 10% of which are in the developing 
world (Robins. 1999) (at least 3 have been awarded to South African companies). The success of the Oko-
Tex scheme can be largely attributed to strong conSLlmer demand that originally initiated the label, as well 
as subsequent marketing efforts by the founding members (Stranskaya-Gardiner. 1999). 
The main objective of Oko-Tex is to guarantee that textiles do not contain hazardous substances in amounts 
that could be detrimental to human health within normal conditions of use. As a diverse range of chemicals 
can be and often is lIsed in the manufacture of textiles. consumers arc becoming increasingly aware of the 
potential health impl ications. especially as some of these chemicals are either hazardous, or swpecred of 
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being hazardous to human health. For example. the use during the various stages of textile production of 
pesticides, pentachlorophenol, formaldehyde, heavy metals. solvents and certain dyestuffs, amongst others, 
may lead to the possible absorption into the human body of the residual chemicals. As a resu It, some 
countries (notably Germany) have already banned the use of certain chemicals and azo-dyes, and it is likely 
that the other members of the European Union will follow this example. It is only a matter of time until 
internal and external environmental legislation will become consistent among member states, shutting the 
door to textile exports 1101 conforming to these standards. The Oko-'rex scheme, being a laboratory-
certified program. ensures that no substances considered to be dangerous to human health are present in the 
textile or garment that has been duly certij~ed. The Oko-Tex scheme thus provides the assurance both to the 
end-consumer that the textile product or garment is free of substances hazardous to human health, as ,veil 
as satisfying the legal requirements of exporting to (or producing within) Germany. Bearing in mind the 
increasing levels of consistency in EU environmental regulations and legislation, non-compliance with the 
prmisions of the Oko-Tex label may soon become a sign ificant techn lcal trade barrier (TTB). 
Appendix 08 provides a list of minimum technical requirements relating to chemicals and other substances 
of the Oko-Tex schemes. Oko-Tex standards fall into 4 categories, depending on the product type, with 
certain criteria being stricter in certain product classes 
found in Table 12.4 
baby clothing). The different classes can be 
Oko-Tex Product-Specific Standards 
Product Class I Products for baby clothing 
. All articles, basic mat~rials and accessories \\hich ar~ pnwided for the: production of 
artid,:s for babies and children up to :2 years old 
~' .. -~ .... ..... ~~ ...... ---
Prod uct Class II Products with direct skin contact 
Articles worn \\ith a part of their surface in direct contact with the skin. e.g. 
blouses. shirts. underwear. 
Product Class III Products not having direct skin contact 
- Art ICIeS \\orn Wilh a small part of their surface in ciirect contactl\'ith the skin. e.g. 
linings. trollsers. jackets. 
Product Class IV Decoration Material 
- Articles including products and accessories \\ hieh arc lIsed for decoration. slich as 
tablecloths. furnishing fnbril:s, curtains and 11001' con:rings. 
Table 12.4 Specific Oko-Tex Product Standards (Burdett, 1997) 
Notwithstanding the obviolls impol1ance and benefits of obtaining Oko-Tex certification, SOllth African 
textile and clothing companies are significantly lagging behind their counterparts in other cOllntries. Only 
three companies have obtained Oko-Tex certification locally, or at least through the CSIR i BTTG 
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(Chapple, 200 I). These are Gubb & lnggs (Wool, mohair), Coals S.A. (Threads) and Eagle Ottawa 
(Leather). Team Puma. a Cape based producer of weft-knitted fabric and part of the Avtex group, has also 
obtained Oko-rex certification (personal observation). The Oko-Tex scheme has been administered in 
Southern Africa since 1996 by the CSIR's Textile Technology (Textek) in partnership with the British 
Textile Technology Group (BTTG). BTTG is Europe's largest independent textile technology organisation 
providing a wide range of services 
The CSIR has achieved associate laboratory status in this regard, bringing the scheme within (relatively) 
easy reach of Southern African textile and clothing companies (Stranskaya-Gardiner. 1999). Notably. 
according to Chapple (200 I), there are also 3 Zimbabwean and I Swaziland companies that are certified to 
Oko-Tcx standards. \\hich is notwithstanding those industries' inferiority (in terms of size and technology) 
in relation to the South African textile industry. 
In order to obtain the Oko-rex certification, a formal application procedure needs to be adhered to (EM 
Centre. 2001). Firstly. the prospective procedures and an estimate of costs are discllssed during a personal 
meeting with the otTicial in charge from the certifying institute. Whcre applicants (i.c. the eompany 
applying for Oko-Tex certification) use pre-certified products as input materials from their suppliers, these 
are taken into account by being recognised as complying \vith the Oko-Tex criteria. The applicant must 
then provide representative manufactured samples of the product to be celiified for test purposes, add 
detailed production intormation and grant their correctness. The samples are tested by the institute to 
which the application for certification or extension of the certificate was made (in South Africa's case the 
CSIR in partnership \\Ith the BTTG (U.K.). Product groups may be formed by the applicant company so 
that similar products only have to undergo those tests that refer to differences in material or employed 
techn iques. 
Costs involved ·with Oko-Tex Certification 
The costs involved with obtaining ()ko-Tex certification are determined centrally by the Oko-Tex 
exccutive. and are origina Ily specij~ed in Deutsche Marks (and then converted) (Stranskaya-Gard iner, 
1999). This is to ensure consistency in the pricing ofOko-Tex certification arollnd the \'.'orld. In addition to 
the annual license fee. the total costs of the certification process depend on the analyses to be carried out by 
the cetiification institute. 
According to one source. companies can expect to pay between 600 and 2.500 pounds sterling for testing 
the company's products (Gardiner (2001). Experience at the CSIR shows that manufacturers (i.e. CSIR 
clients) were charged between R900 and R I 1.000. depending on the complexity of the testing process 
involved (Chapple, 200 I). The cost of the actual Oko-Tex certification (exeluding the cost of any testing 
that may be required), tor example, is approximately 500 pounds sterl The company obtaining Oko-rex 
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certification l11ust grant constant quality within the whole production senes by implementing a quality 
assurance system. The founding institute or its agents (i.e. the CSIR' s Texti Ie Technology division) takes 
random tests on sales products twice a year. These tests serve not on Iy serve to show manufacturing 
consistency and adherence to the environmental specifications of Oko-Tex, but also sustain and build the 
world-wide respect for and appreciation of the label. If two tests show deviations. the Oko-Tex mark may 
be withdrawll. and the institute may publish the withdrawal of authorisations in a suitable form 
(Stranskaya-Gardiner. 1999). 
12.5.2 The Ell Flower Eco-Labelling Scheme 
In response to consumer demand, and as a means of facilitating consumer choice, the European Union (EU) 
decided 10 set up common guidelines for environmentally preferable products. The EU's official eco-
labclling policy \\as launched in March 1992. bcing based on the product's impact on the environment 
during its entire life cycle (Burdett, 1997). The aim of the EU Eco-Iabel is to promote the design, 
production. marketing and use of products which have a reduced impact during their entire life cycle 
(European Union. 200 I). as well as providing consumers with better information on the environmental 
impact of the product (Burdett, 1997). In other words, the aims of the EU eco-Iabel are: 
• To promote the design and production, as well as the marketing and use of products which have 
a reduced environmental impact during their entire life cycle; 
• To provide consumers with better information on the em'ironmental impact of products, without 
compromising product or workers' safety, or significantly affecting a product's fitness for use. 
The EU eco-Iabel is voluntary, and it is therefore up to the manufacturers to apply for the eco-Iabel on 
their products. Due to increasing consumer awareness to environmental issues, the incentive for 
manufacturers to use the Eco-Labels is great, and increasing. The voluntary nature of most eeo-labels is an 
important criteria \\ith respect to WTO regulations which prohibit 1110st restrictive trade practices. 
Many eco-labels that are in existence have no credentials \vhatsoevcr. only the interest of the respective 
retailers and / or industry to market their products (Taschner, 1997). There has been a general absence of 
independent third party verification and little or no guarantee of ecological advantages amongst the many 
eco-labelling schemes 'on the market'. 
While it \vas initially only possible to obtain an EU eco-label if one was a manufacturer in one of the EU 
member states. it is now possible for third countries to fulfil the criteria as well. This means that countries 
including South Africa are now allowed, if not encouraged, to obtain the Eli eco-Iabel by complying with 
----- ..... --.-.-~..... --_ ....... _---_ ....... _-
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the necessary criteria. It is likely that the exclusion of non EU countries from obtaining this environmental 
cel1ificatioll would have been in conflict with GATT / WTO regulations, which prohibits such impediments 
to free trade and frO\vns upon technical trade barriers of any kind. 
The EU eco-Iabelling scheme applies to a wide variety of product groups. These include textiles, footwear, 
paints and varnishes, computers, refrigerators, - a total of 15 generic product groups. A ful1her 12 product 
groups are under development as of November 1999 (European Union, 200 I). Criteria for a product group 
are developed by the application of a life cycle assessment (LCA), in order to to gauge the impact 011 the 
elwironment at every stage of the product's I ife cycle, in other words: from crad Ie to grave. This entails a 
review of every significant step along the product's life stage, from ra\v materials, through the various 
manufacturing processes. distribution and consumer use, to the product's final disposal. Criteria for textiles 
were only included in comprehensive detail on 17 February 1999. after initially having been drawn up only 
for T-shirts and bed linen (during the EU eco-Iabels exploratory and experimental phase). The formal 
textile products category now includes (EL Commission, \999): 
• Textile clothing: clothing consisting at least 90% by weight of textile fibres: 
• Interior textiles: textile products for indoor use. consisting at least 90% by weight of textile fibres, and 
exeluding floor coverings; 
• Yarn and fabric, for use in textile clothing or interior textiles. 
Judging by the number of companies that have obtained the EU eco-Iabel for textile articles, the textile 
products category is one of the most important and prominent. Of the 75 compan ies having obtained the 
EU eco-Iabel (representing a total of over 300 products) as of May 200 1,29 companies are from the textile 
industry. This compares favourably with the largest product group for which companies have qualified 
(indoor paints and varnishes) for which 30 companies have obtained the EU eco-Iabel certification. The 
European textile companies that have obtained the EU Eco-label for textiles are located in a number of 
different countries, including France, Denmark, Italy, Spain, Germany and Sweden. It \vould appear that at 
this stage no nOll-European firms have yet obtained this eco-label. although they are legally entitled to do 
so if they fulfil the applicable criteria. The following applies to non-European firms (European Union, 
2001 ): 
• If the (compam' 'S) prodl/ct originates outside of the European COllllllunitr. eg. if (the company i.\) a 
IlWlllifactllrel' ill (I developing country or one of the candidate coulllries. (if) may present (its) 
application to (/ COlllpetent Bodv in anyone of the A1ember Slates ill which (its) product is to or has 
heen placed Oll the markel. (11) therefore (has) some choice abollt which Competent Bo(zv to contact 
IIl1less (its) product is only marketed in one countrv (coiltellt betil'eell hrackets addelD. 
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As there is no EC eco-Iabelling representative in South Africa, the authority verifying that the product 
compl ies with the criteria and the appl ication conforms with the assessment and verification requ i rements 
is the Competent Body (Buchbinder, 200 I). The Competent Body is then obliged to verify this information. 
The Competent Body is also required to undertake the necessary investigations to monitor on-going 
compliance with the criteria by holders of an EU eco-Iabel. Buchbinder (200 I) further states that the 
relevant Competent Body will support and advise the applicant with the procedures that are necessary, and 
will provide the applicant with the necessary forms and information on the necessary test results that need 
to be provided and how the testing should be carried out. 
Companies wishing to obtain the EU eco-Iabel must meet a host of product and process requirements. After 
conform with these requirements, the participating company may present its appl ication with all 
supporting documentation to the Competent Body of its choice (see above). The EU eco-Iabel certifies that 
the product or product group, for which it has been obtained, has the following characteristics (EU, 2001): 
• Reduced water and air pollution during fibre production 
• Limited use of substances that are harmful to the environment and 111 particular to the aquatic 
environment and health 
• Guarantee of shrink resistance during washing and drying 
• Guarantee of colour resistance to perspiration, washing, wet and dry rubbing and light exposure 
The above characteristics, called the 'ecological criteria' of the EU scheme, are subject to revision every 
fe\\ years. In the textile products categOlY, these are subject to revision every 3 years, while some other 
product categories have criteria that are valid for up to 5 years. In the case of textiles, the criteria of this 
product group are subject to revision in March 2002 (3 years after their initial introduction). HO\vever, 
before changing the criteria, the EU eco-Iabelling commission has to give adequate notice of its intention, 
and stipulate what changes it wishes to introduce (or amend) to the existing set of ecological criteria. A 
detailed overvie\\ of the ecological criteria can be found in Appendix 09. The applicable categories within 
these ecological criteria are briefly outlined in the table 12.5 (EU Commission, 1999). The criteria are 
di\ided into three main categories, concerning textile fibres and processes, chemicals and fitness of use. 
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Categories dealt with as part of the Ecological Critcria 
for Textile Products under EU Eco-Labelling 
Textile Fibres 
---:c--:-:--:---:-... ~ ... ---... ---... --.... ---.. - .... ~~-.... -------
..\cr>li( (n::-;idllab llfa(r>lonitriic) 
Cotton (residuals of various subslances) 
Polyamide (llll1iU to ]\:0 emissions) 
Polyester ( 
Polyprop: lene (no lead-based pigment) 
Chemicals 
applied to fibres or yarns) (bio-degradeability) 
residues) 
Impurities ill dyes [limits) 
Chrome mordant dyeing (limitations) 
Halogenntcd carriers (noll-lise) 
to \\00 I s I i vcrs) 
Fitness for Use 
( mil1llllUIl1 !c\·cls) 
Table 12.5 EU Eco-Iabelling Ecological Criteria Categories (EU Commission, 1999) 
149 
Once a company (the 'applicant') has met all the necessary requirements pel1aining to the product 
(category) for which it is applying for an EU eco-Iabel, and after acceptance by the EU competent 
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authority, the applicant is required to enter into a contract with the competent body, This contract outl illes 
the rights and obligations pertaining to the use of the Eli eco-Iabel, including such issues as using the Eli 
eco-Iabel for marketing purposes, statements regarding the Eli label etc. 
Costs involved with obtaining the Ell eco-Iabel 
As with all voluntary eco-labelling schemes, there are certain costs involved with obtaining formal 
certification. While the EU eco-Iabelling scheme is unlikely to be entirely self-funding (being a 
multinational scheme). it nonetheless requires funding for its activities, not least of which are the 
promotion of the EU eco-label in variolls forms and fora, Public education and awareness are an integral 
part of any eco-Iabelling scheme, and to a great measure contribute to the success and acceptance of such 
schemes. 
The Eli eco-Iabelling board is, in its own words, "convinced that the new fee structure which it has 
introduced is attractive to all interested pmiies" (European Union, 2001). It is based on an application fee 
(i,e. to obtain the relevant EL eco-Iabel), and an annual fee (renevval, and sales volume based). A number 
of fee reductions are offered for applicant companies from developing countries. as well as where the 
company falls within the SME (small and medium enterprise) definition, and where a company has 
previously obtained a relevant ISO certification (I.e. ISO 1400 I). It should be noted that testing costs are 
not covered by the oftlcial fees, and have to be met by the applicant (firm). The official fee structure is as 
follo\\s: 
Overview of the EU Eco-label Fee Structure 
Purpose Cost Reductions Possible 
Application Fee ElJRO ('" RU)OO) Less 25% fbr Sivl Es 
Less 25% il" 1'1'0111 Dc\clopiog Clluntrics (climulative) 
Annual Fee 0.15% of annual volume of sales Less 25% Itl!' SMEs 
(at c'\-facrory prices) Less 25% if Irom Dc\<:loping Countries (climulative) 
(minimum 500 EURO. maximum Less 15% for EMAS IISO certilicd 
25.000 ECRU) i (cumulativc reduction limit: less 50%) 
Table 12.6 Overview of the EU Eco-Label Fee Structure (EU Commission, 1999) 
'Together with the reductions, the application fee would merely be in the region of 125 EURO 
(approximately R900) for SMEs from Developing Countries, such as South Africa. The annual renewal fee, 
based on a hypothetical sales volume ofR 1 Million for the applicable product for which the EU eeo-Iabel 
may have been obtained, would be R 1.500 per annum, This clearly shows that the direct application and 
licensing fees are well within reach even for small companies, and should be a small overall cost 
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consideration for the company. However. as mentioned previously and discussed in Section 13.8 (Barriers 
alld Drhers to Growing Implemelltation ofEco-labelling ill SOllth Af;·ica). the costs of compliance with the 
relevant criteria may far outweigh the direct costs of formal certification. These compliance costs include 
not only the costs incurred through testing product samples via a recognised testing laboratory. but also the 
(possible) costs of modifying products and lor processes in order to conform with the requirements, as well 
as administrative costs. 
While the costs associated with compliance with eco-Iabelling are usually often seen to be a barrier that is 
too difficult to overcome, care should be taken to see this costs within their full context. Compliance costs 
should be compared to the potential benefits of being able to pre-empt increased environmental market 
pressure. greater compl iance with both domestic and foreign environmentallegislatioll (current and future), 
benefits resulting from the in-depth self-analysis of the company's products and processes (information 
benefits). as \vell as new opportunities in export and niche markets (considering presently low 
environmental awareness from South African consumers). A Iso, all sLiccessfu I applicants (i .e. companies 
having obtained an EU eco-label) are promoted by the EU Eco-Iabelling board, their details and qualifying 
products published 011 the EU eco-Iabel's internet web site (European Union. 2000). Herein lies perhaps one 
of the label's greatest. but least obvious. benefits. This would be especially true for developed countries 
such as South African companies, \\'ho would obtain a clear comparative advantage in a field where 
competition is great. 
This section introduces the concept of eco-Iabelling, noting the different recognised types of eco-Iabels. [t 
pro\ides a brief history of the development of eco-Iabelling. and provides and overview of the work done 
in various international fora. Of particular importancc is the question as to whether the use of eco-Iabels 
may become a (technical) barrier to trade. While from a purely legal perspective, the voluntary nature of 
eco-Iabels precludes them from contravening particular WTO legislation regarding technical trade barriers. 
However. in practice the situation is likely to be very different. The development and use of cco-Iabels is 
growing at a significant rate. especially in South Africa's traditional export markets. The development of 
ecological criteria is based 011 local (host-country) environmental concerns, which may be of little 
relevance to developing countries. Also, ecological criteria are generally drawn up \vith little or no regard 
to the interests of foreign producers. As such, the growing use and appl ication of eco-Iabe Is, be it producer. 
retai I or consumer-driven, is I ikely to present a significant long-term challenge to South African textj Ie 
manufacturers. Producers may see it as an increasingly useful tool with which to extract market sharc 
preference. \\hich would be to the detriment of those producers not having obtained a relevant label. The 
next section discusses the situation with regard to eco-Iabelling in South Africa, as \\-ell as the institutional 
requirements that are necessary for the successful implementation of an eco-Iabc lling program. 
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13. Eco-LabeUing in South Africa and Institutional Requirements 
13.1 The Status of Eco-Labelling in South Africa 
Eco-Iabelling presently does l1ul enjoy widespread support in South Africa. In fact the vast majority of 
end-consumers have never heard of the term, while retailers and downstream industries of the textile 
industry are generally ignorant about the true implications of eco-Iabelling. At best, many are unaware that 
some of the 'marks' or labels they may have heard of or seen are in fact eco-labels. The situation is similar 
in the textile industry. While a few textile manufacturers possess a good working knowledge on the subject, 
are considering or have proceeded to implementing eco-Iabelling, the majority are unaware of the many 
implications of eeo-Iabelling, or have not even heard about the term in the first place. 
There are many reasons for the status quo, most of which have been outlined later in this section, especially 
those which this report classifies as potential 'barriers' to eco-Iabelling. However, this lack of support is 
largely rooted in the past (relatively protected) trading conditions faced by the textile (and related) 
industries. as well as the country being a "developing" cOllntry, with its low to medium per capita GOP and 
corresponding lack of environmental awareness (and concern). It has become clear, though, that the only 
way for the South African textile industry to survive in the long term is to restructure and refocus towards 
niche and exp0l1 markets. as it .,vill never be able to successfully and sustainably compete with the low-cost 
producing countries of the Far East. For this, it has become necessary to focus on the market demand and 
potential trade barriers of those expo11 and niche markets where (a) the greatest current comparative 
ad,antage exists with. and (b) the greatest potential tor sustainable Sllccess in the future exists with, 
considering recent trade developments, international agreements and demand patterns. 
A realisation that international trade has increased significantly in recent years, especially in consumer 
items such as textiles, is busy shifting the current status of ceo-labelling in South Africa. This has occurred 
on the back of the fact that the domestic industry will no longer be shielded behind the trade barriers and 
protectionist attitudes of the past few decades (coupled with the strong imvard focus of the previous 
political dispensation between the 1960's and early 90's). What may counter eco-labelling from gaining 
greater status and recognition is South Africa is the fact that local environmental awareness. and 
consequently demand for products conforming to eco-Iabelling specifications and standards, is still in its 
infancy. Where the "homc" environment of an industry's manufacturing base displays slich lack of 
awareness and demands, tll is may seriously hamper the elevation of the status of eco-labelling amongst all 
but the most forward looking manufacturers. 
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13.2 The Market for Eco-LabelIing 
The South Atl'ican textile industry consists of over 700 formally recognised enterprises, although this 
number may not be entirely accurate as it was obtained from the latest (1996) manufacturing census, 
published in 2000 (Statistics SA,2000a), 22% of the enterprises fall into the 'spinning, weaving and 
finishing' category, whi Ie the rest are accounted for under ; other texti les', which inc ludes automotive 
textiles, tents, blankets etc. The former category, 'vvhile consisting of a far lower percentage of the total 
number of enterprises, accounts for approximately 65% of total textile industry output, against the 35% of 
'other textiles'. 
Earlier sections III this report have outlined the significance of tile textile industry in a national 
manufacturing context. The industry's sales output is significant (over RIO 8i 11 ion per year), wll i Ie it is an 
important employer and provides a ready market for the output of various upstream industries. It is also an 
industry where international trade has increased over the past decade. and there are indications that exports 
are growing at a greater rate than imports (although imports sti II outweigh exports), 
A definite (economic) basis for eco-Iabelling exists in South Africa. This is especiallv true considering: 
• The composition of output. and share of total output that is exported: 
The South African texti Ie industry is well developed, and a significant share of its output is exported. Yet at 
the same time, it is a net importer of textiles, and especially in the lower end of the market it appears that 
the South African texti Ie industry is unable to be internationally competitive. A focus on export and niche 
markets is required, which would require a move towards greater value-added production and 
specialisation. There are indications that this is already happening to a limited extent in South Africa: for 
example in the field of technical textiles (e,g. medical textiles, parachute and car seat material) there has 
been strong output growth and export market penetration, and proof that local manufacturers can be 
internationally competitive. This forms a strong case for eco-Iabelling, 
• Significant expol't gl,O\\·th ill recent years and composition of expor1s: 
While exports have been grmving at a greater rate than imports, it is off a lower base. However, the net 
trade deficit is shrinking, which is evidence of increasing export market penetration. The nature of the 
strong competition at the lower end of the market dictates that there needs to be an greater foclls on export 
markets. and higher value-added production. A potential barrier to more rapid export-led growth are the 
stringent environmental demands in our traditional export markets (e.g. the EU and the US). 
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• New export opportunities provided by various trade agreements, especially the AGOA and EU FTA: 
With the enactment of the African Growth and Opportunity Act (AGOA) and other FT As, the textile 
industry has been provided with renewed export opportunities. While the AGOA as it stands now excludes 
duty-free access to the US for textiles, the indirect benefits of a larger market to the domestic clothing 
industry are likely to be signifieant. The EU FTA will provide easier access to EU markets and is likely to 
lead to a significant expansion of bi-Iateral trade. This wilL however, also expose the South African textile 
industry to greater environmental demands and standards that are common in EU markets. 
• Significant sales output in the textile industry: 
Textile industry sales are in excess ofR 10 Billion. \Vhile sales in this sector are not as polarised as in some 
other industries, there are still a number of large textile companies that collectively account for a very 
significant proportion of total textile industry output. Their individual and combined market position and 
resource strength are significant which puts them in an advantageous position in terms of future sales 
growth. 
• Increased levels ofinternational trade as a result of econolll ic re-integratiol1 with the rest of the world 
(ROW) under the new political dispensation, as well as the effect of globalisation: 
Manufacturers of textiles have no choice but to steer away from a purely local focus, and have to embrace 
the challenges and opportunities presented by the integration and inter-relationship of the South African 
economy with the ROW. One of the main impaets of globalisation are increasing levels of international 
trade as a result of the lowering of many trade barriers. The textile industry is no longer imlllune from 
international fashion trends, and needs to adapt to the changing textile environment not only locally, but 
also internationally. One of these international trends, the heightened environmental awareness especially 
in developed countries. has a direct bearing on the importance of eco-Iabelling for the South African 
industry. especially as developed countries form the bulk of textile industry export destinations. 
The most important factor noted above, besides the fact that from a pure output and expolt perspective a 
definitive basis exists for eco-Iabelling, is the composition and grovyth perspective of South Africa's 
exports. Section 04 analyses the international trade performance of the South African textile industry, and 
finds that the top 5 destinations are the USA, UK. Italy, Prance and Germany (see also Appendix 04). 
In fact. Section 7.3 shows that the South African textile industry has a significant comparative advantage 
(RCA) in trade with all of these countries (except for Germany), pointing towards the relative one-
sided ness of trade with these countries (in South Africa's favour!). Collectively these destination countries 
account for approximately 55% of South Africa 's (textile) export market, and almost one third of the total 










Sec! ion! 3. and instilutional "{NIJIII"P 155 
trade in textiles. These cOllntries are all high-income countries, and their consLlmers possess a relatively 
advanced environmental awareness. 
Also. the composition of trade to these countries shows that most of South Africa's textile exports 
consisted of lower value-added items (e.g. fibres, yarns), while its imports are ot1en of a higher value-added 
nature (e.g. made-up textiles). Free trade agreements with both Europe (EU FTA). and especially the USA 
(AGOA) are likely to increase the volume of exports and trade. At the very least, these agreements have 
prO\ided a strong basis for the expansion of texti Ie expO!1s. The trade statistics, especially vis-a-vis the 
composition of trade and volume of exports, underline the potential for eeo-Iabelling in South Africa. This 
certainly appears to be true from an export perspective, with over one third of South Africa's textile 
production being exported. The eco-Iabelling of textiles (i.e. certifying conformity with minimum 
environmental standards) is likely to lead to greater export market penetration. as well as a move towards 
greater value-added exp0!1s (i.e. up the value chain) in these countries (the information and processes 
inhcrent in products complying with eco-Iabel and other environmental standards imply greater value 
added). Likewise. greater export market penetration is likely to lead to an increase in environmental 
demands. justifying further investment in complying with environmental standards. 
South Africa's export markets and domestic market for textiles are in many ways highly dissimilar. The 
domestic textile market was shown to be rather unique in that relative to the size of the market, the industry 
produces a very diverse range of textiles in ll1any different product categories. Market demand in South 
Africa encompasses developed, developing anclundeveloped country characteristics. 
13.3 Brief Overview of some of the Institutional Requirements of Eco-Labelling in South Africa 
One of the most important requirements for the successful adoption of eco-Iabelling standards in a 
particular country or industry lies in the fact that compliance with sllch standards needs to be formally 
celtified by a competent and duly authorised (accredited) body. Without the existence and availability of 
accredited and certified testing facilities, compliance by companies and products with minimum 
(environmental) standards can not be adequately verified. Without adequate verification procedures it is not 
possible to obtain an internationally recognised eco-labeL as the relevant competent body (e.g. a EU textile 
eco-Iabel competent authority) would not award a label in the presence of material doubt about the 
accuracy and reliability of compliance with such pre-determined standards. 
13.3.1 Accreditation and Certification Bodies in South Africa 
Cert(ficatioll refers to a procedure whereby an independent th ird party warrants that the product or process 
\\hich has been certified meets certain pre-defined requirements. In South Africa. the most widely known 
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certification authorities are the South African Bureau of Standards (SABS) and the CSIR. both of which are 
accredited to certify a wide range of products and processes in the country. Certification organisations 
check and confirm whether an organisation complies with the requirements of a certain specification or 
standard. l-hmever. the SABS seems to fall short in terms of offering eco-Iabell ing certification to the 
texti Ie i nd ustry. 
Certification should not be confused \vith Accreditation, which refers to the procedure whereby an 
authoritative, governing body provides formal recognition to another authority that such is competent to 
carry out certain tasks involving the certification of third party products and processes (DAN CEO, 2000). 
In other words. accreditation is recognition that An authority is competent to issue certain reports or 
ce11ificates. One of the main authoritative bodies giving formal accreditation to certification bodies is the 
South African National Accreditation System (SANAS) which is located at the CSIR campus in Pretoria. 
Accreditation and certification are extremely important in the international trade arena. Global trade 
barriers are being rapidly dismantled. allowing for the free trade of goods and services. In the absence of 
trustworthy and consistent quality and environmental systems. personnel and product certification systems. 
such 'technical' trade barriers are likely to significantly stem the free tlow of goods and services between 
regions and countries. Internationally, accreditation is headed by the International Accreditation Forum 
(JAF) and the International Laboratory Accreditation Co-operation (lLAC). Multilateral Agreements 
(MLAs) between a world-wide network of national accreditation bodies (e.g. SAN AS) will eventually 
ensure that the competencies of testing and cel1ification authorities are similar regardless of their location 
(SANAS. 2001). 
13.3.2 Accreditation in South Africa - The Establishment of SANAS 
Accreditation in South Africa originates started in 1980 with the establ ishment of the National Cal ibration 
Services (NCS). This later became known as the National Laboratory Accreditation Service (1\ LA). From 
1995 011\\ ards. the NLA began accrediting testing laboratories, and took over responsibil ity for laboratories 
previously accredited by the SABS (under system SABS 0259) (SANAS. 200 I). 
In 1995 the NLA was contracted by the DT[ to establish a single national accreditation system, which lead 
to the establishment of the South African National Accreditation System (SAN AS), a Section 21 company 
(i.e. company not for gain). A Memorandum of Agreement signed between the DTI and the SANAS in 
1997 lead to the recognition of SANAS as the "single national authority for the accreditation of test and 
cal ibration laboratories, bod ies for certification of quality and environmental management systems, product 
conformity certification bodies and bodies responsible for the certification of personnel and training" 
(SANAS. 200 I). SANAS is both a member of [LAC and IAF. 
----------------------... __ ... _--










Sec/ion /3. and Institutional 157 
Services offered b.' the South African accreditation authority SANAS include the following: 
• Laboratory Accreditation: Certification of laboratory capacity and capability), 
• Cel'tification Body Accreditation: Certification of Quality Management Systems (QMS) and 
Environmental Management Systems (EMS) according to ISO IIAF guidelines 
• Inspection Body Accreditation: This is one of the most important areas which SANAS is busv 
cxpanding. The accreditation of inspection bodies is done where such authorities comply with certain 
technical and management competence, and allov.s them to offer certification of certain products and 
sen'ices. 
• Training: Training in Laboratory Management and Technical Assessments 
\Vhile SANAS is recognised as the official South African accreditation authority, a number of foreign 
accreditation bodies exist and operate alongside SANAS in South Africa. These include the United 
Kingdom Accreditation System (UKAS) as well as the Dutch Council for Accreditation (RvC). Reciprocal 
recognition is also in place with other (equivalent) European accreditation bodies, including the Finnish 
Accreditation Services (FINAS), the French Accreditation Organisation (COFRAC) and the Deutsche 
Akreditierungsrat (DAR) in Germany (SANAS, 2(01). 
13.4.3 Certification in South Africa 
As described earlier, cel1ification bodies are independent organisations which warrant that a particular 
product process or system meets certain pre-defined requirements. While both organisations and individual 
consultants that possesses the knowledge and capacity to test products. processes and systems for 
compliance \\ith pre-determined guidelines could theoretically act as a certification authority, one of the 
most important ingredients of certification is the level of trust that users and consumers may eventually 
have in a certificate (of compliance). For this reason, formally accredited organisations offering 
certification services will be of greater significance. In order to achieve international recognition. it is 
important to make Llse of accredited organisations. In the absence of formal accreditation. companies that 
have obtained certification from non-accredited certification bodies may find that such an exercise will 
have been largely ineffective. South African consumers' relatively low awareness and requirement of 
formal certification makes it important that full infemafiollal acceptance is obtained. 
As SANAS is the official accreditation body in South Africa, cel1ification authorities have the option of 
applying to it for official accreditation. Due to the numerous reciprocal recognition agreements between 
SANAS and international accreditation bodies, widespread international acceptance of SANAS accredited 
certification authorities is assured. 
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A number of certification bodies operate in South Africa. While the largest of these are all accredited by 
SANAS or an equivalent foreign accreditation body, previous research has shown that a significant number 
of (smaller) organisations are also active in this field, often without internationally recognised 
accreditation. There are a total of approximately 15 certification authorities active in the South African 
market at anyone time (McCu11ain. 200 I). The majority of SA"lAS or equivalent accredited organisations 
ha\e formed an association called the South African Association of Ce11ification Bodies (SAACB) 
(DANCED. 2000). Organisations that fall into this group include the South African Bureau of Standards 
(SABS, country-wide representation), SGS International Certification Services (Gauteng), BVQI 
(Gauteng). Kennedy & Donkin (Gauteng) and TOV Bavaria South Africa. 
The imp0l1ance of selecting a certification authority that is best suited to a company' s requirements is very 
impol1ant and the following factors should be taken into account (Gardiner, 2000): 
• Certification bodies must be accredited to issue cel1ificates of compliance, including for the industry 
in question: 
• Companies shou Id, in consultation with their stakeholders, choose a certification authority with a good 
reputation; 
• The chosen certification authority should have both the competency (in terms of skilled and 
experienced personnel) as well as the capacity (in terms of being able to conduct the audit when it 
suits the company) for a successful working relationship: 
• Cel1ification costs should be investigated thoroughly beforehand to ensure clarity on this important 
issue. This includes obtaining a clear picture about the costs of follow-up surveillance visits; 
• The certification body's philosophy should complement that of the company wishing to be certifies, to 
ensure that the company can obtain maximum value out of tile certification process and experience. 
The role of certification (as well as testing and inspection) authorities includes the following (SANAS, 
2001 ): 
• The testing of samples (by laboratories) according to a scientific methodology in order to establish the 
compliance \vith pre-determined standards or specifications 
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• The testing (by inspection bodies) of individual products, services and processes to establish 
compliance with certain pre-determined standards or specifications 
• The certification (by system certifiers) of organisations for compliance \vith quality or environmental 
management systems 
• The granting (by product certifiers) of licenses to manufacturers to mark their products as complying 
with certain standards or specifications, e.g. eco-labels. 
The SABS appears to have the greatest market share of all the certification bodies active in South Africa. 
although this evidence could not be reliably substantiated due to a non-response to repeated enquiries. 
Notably. ho\\ever. it does not currently offer eco-Iabelling for the textile industry, and it does not appear to 
be in the planning either (Greenwood, 2001). The CSIR is also very active in certification, and caters 
for the textile industry too. As discussed previously. the internationally recognised eco-Iabcl for the textile 
industry that it offers is the Oko-Tex scheme, which the CSIR's Textek division administers in conjunction 
with BTTG in the UK (Chapple. 200 1). As mentioned previously, the CSIR has (as of April 200 I) celiified 
only three South African companies as complying with the Oko-Tex eco-Iabel. 
13.4 Practical Issues: Obtaining Certification 
Formal certification of adherence to quality and environmental criteria is a formal procedure intended to 
legitimise such claims. thereby adding weight and importance to them. Such certification can be obtained 
from organisations that have the rclevant formal accreditation either from South Africa's official 
accreditation authority. SAN AS. or a similar foreign body. Without formal accreditation, the local and 
international recognition of the certification applied for and lor gained \vill be significantly diminished. 
Companies wishing to obtain formal certification do so for a number of possible reasons. These include the 
direct and indirect marketing benefits. increased product differentiation, greater export market penetration 
and so forth. As a first step. the criteria for which certification is sought needs to be clearly defined, for 
example if it is quality or environmental criteria. Quality certification may include a number of SABS 
marks of approval (mainly product-specific), or even a complete quality management system (company-
wide) stich as ISO 9001. Environmental certification may be obtained for individual products and I or 
processes. or on a company-wide scale for a formal environmentalmanagel11ent system such as ISO 1400 I. 
The choice of certifieation requ ired depends on the needs of the company concerned. and the characteristics 
of the industry concerned. In some industries it appears to be the de faCIO standard to obtain at least a 
minimum number of quality labels, while other industries are generally devoid of them. After identifying 
the appropriate label required to be certified. a company would scrutinise the criteria that need to be 
fulfilled to ensure compliance. The necessary information may be obtained from many of the certification 
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bodies operating locally and abroad, and often from independent consultants. In the case of textile 
companies wishing to obtain the Oko-Tex environmental label for textiles, they would need to approach the 
CSIR's division of Textile Technology (Textek) to obtain all the necessary information. 
In some cases. a company will have to modify some of the processes used in its manufacturing set-up to 
comply with the criteria of the relevant label. The Oko-Tex label. for example. bans the use of certain azo-
d.\ cs and chromc (Crt». and I imits the use of formaldehyde (see Appendix 08). This means that 
manufacturers need to ensure adherence to these limitations. not only in their own production set-up, but 
also in the input materials brought in from third-party suppliers such as dye manufacturers. Sometimes 
pressure needs to be exerted on suppliers, or changes effected to the procurement chain and materials 
bought elsewhere. 
Once . internal' compliance is achieved, the company would contact the relevant certification authority (e.g. 
the CSIR, SABS etc.) and arrange for a certification officer to visit the company's premises and conduct 
any tests that are necessary to verify compliance. In many instances both the manufacturing process as well 
as the final product is tested. The company is liable for the costs involved with testing for compliance, as 
well as the applicable costs of the quality and / or environmental label. A condition of most labels is that 
the certification authority may conduct a certain number of random tests on the company's products during 
the period of using the label. as well as testing for ongoing un-site compliance through un-announced visits. 
A number of consultants are active in this field too, although it is generally advisable to differentiate 
between the roles of consu Itation ad certification to prevent confl icts of interest (i .e. where certifying 
authorities act as consultants at the same time). 
13.5 Results of Survey amongst South African Textile Manufacturers - Eco-Labclling 
This section briefly deals with some of the environmental issues raised in the survey conducted amongst 
South African textile manufacturers (see Appendix 11 for full survey and results). The survey achieved a 
response rate of 21.6% (21 samples out of a 'population' size of 97). Not all the questions in the survey 
were answered by all respondents, and as a consequence percentage response rates have had to be adjusted 
accordingly for each question. 
Respondents generally felt that the South African textile industry poses no significant environmental threat 
and very few had been exposed to any environmental pressure (e.g. from municipalities / local 
government). The majority were, however, uncertain or of the opinion that environmental pressure would 
increase in the short to medium term. In terms of eco-Iabelling. which is usually a response to 
el1\ironmenta I pressure from retailers or consumers (or a pro-active stance that pre-el1lpts such pressure), 
only one respondent said that his company had obtained a recognised environmental label «()ko-Tex), 
_. __ .. _--- ---------... ----------
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while others had obtained various SABS marks of approval (usually quality-related). While most 
respondents were at least aware of the existence of eco-labels for the textile industry (81%), only four 
respondents did actually name any (each of these respondents mentioned both the Oko-Tex and the EU 
Flower eco-label), 
Pressure from local and international clients relating to eco-Iabelling was generally low only 2 
respondents ( 14%) stated that international clients of the company enquired about them conforming to eco-
labell specifications. No pressure and lor requests originated from local clients. Only I respondent (6%) 
planned to increase sales through the (future) adoption or compliance vvith eco-Iabels, while a further 3 
respondents (19%) were considering it. The large majority or 12 respondents (75%) did not at present plan 
to obtain an eco-Iabel. Of those that were planning to obtain eco-labels, all three respondents expressed 
interest in the EU eco-label, while one of these also expressed interest in obtaining the Oko-Tex label 
(whieh is especially popular and widely known in the German speaking countries of Europe i.e. 
Germany. Austria and Switzerland). The respondents that were planning to obtain an eco-Iabel were all 
hoping to benefit from greater export market penetration, while one respondent also hoped to make greater 
inroads in the domestic market. 
The survey results show that among most respondents, eco-Iabelling is not perceived as being a priority. 
From the responses obtained, it does however become apparent that a certain amount of awareness about 
eco-Iabelling exists. although a general commitment to further investigate and possibly obtain eco-labels is 
lacking, This may be largely due to a perceived lack of benefit relating to eco-labels, or unawareness 
relating to the marketing and potential export benefits that products with an eco-labelled may hold. 
13.6 Compliance "'ith Existing Eco-Iabelling Schemes or Establishment of Dedicated South 
African Schemes 
As tariff-based trade barriers betwcen countries are scaled down or removed. largely in response to WTO 
regulations. so does the pressure increase for countries and industries to move towards nOll-tariff barriers 
such as eeo-labelling, Section 12.4 (Eco-Iabelling: A Non-Tariff Technical Trade Barrier?) discllsses this. 
'rhe question is not wlrether eco-Iabelling has, and ,viii have an impact on international trade, but to whal 
extent individual industries will be affeeted. Eco-Iabels in the textile and clothing industries have, due to 
the industry's global spread especially in developing countries. received particular attention. 
The exact extent of the impact that eco-Iabelling will have on the textile industry is very difficult to 
quantify, HO\vever, it is clear that environmental issues are increasingly becoming intertwined with 
industrial activity and production methods, as well as with international trade, Non-tariff barriers will, in 
effect become a greater isslle than they have ever been. In respect of eco-labell ing and the South African 
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textile industry (the same goes for the clothing sector due to its inter-relatedness), the choice is between 
embracing eco-Iabell (the "HIGH" road) or ignoring it (the "LOW" road). Choosing the 'high' road 
would mean taking a pro-active approach (especially since all indications are that the textile industry 
should. on the whole. focus more on export markets), while ignoring the issue (taking the 'low' road) would 
mean a continuation of the status quo, with likely negative long-term consequences for this sector. 
Choosing eco-Iabelling as an option for "circumventing" potential TT8s as well as ensllrmg greater 
compliance with domestic environmental legislation presents ftl11her issues to be dealt with, should the 
textile industry choose to comply with existing eco-Iabelling schemes (such as the ELI eco-Iabel), or should 
the industry (or the South Arrican Government) develop criteria for the establishment of a dedicated South 
African eco-Iabell scheme? 
Establishing a dedicated South African eco-Iabel requires entering into a complex process of consultation 
with a large number of stakeholders. This is necessary to ensure that. beyond merely incorporating the 
views of all interested and afrected parties, the criteria drawn up for the eco-Iabel are effective and relevant. 
In the context of this report, eco-Iabels are dealt with specifically in relation to the textile industry, although 
a national eco-Iabell scheme is likely to entail the development of criteria for a number of industrial 
activities. goods and services, 
The development of a South African eco-Iabelling scheme is likely to be a time-consuming process if done 
correctly and systematically. While this would ensure greater relevance to the specific needs of the 
domestic textile industry, as well as the likely labelling (i.e. information) requirements of the consumer, a 
number of challenges would also need to be faced. These include issues around the need of an eco-Iabelling 
scheme in the domestic market, i.e. whether there is a need by domestic consumers for the benefits 
contained in a product conforming to eco-Iabelling criteria. More importantly, while there may be a need, 
the real qucstion is whether South African consumers are willing to pay a price premium ror products 
bearing a textile eco-Iabel in the presence of goods with (perceived) similar quality characteristics but at a 
similar price. In the presence of large choices and substitute goods, it is likely that the demand for textiles 
is highly elastic (meaning that percentage changes in demand are likely to be greater than changes in price 
i.e. a 10% rise in price is likely to lead to a more than 10% drop in demand and consequently of sales 
\olul1le). 'rhe sensiti\'ity to. or strong emphasis on, price performance of textile products is likely to be a 
significant barrier to the establishment of a domestic eco-label. In addition, at issue is also whether the 
possible benefits of a domestic eco-Iabel would extend beyond South Arrica's borders, in other words 
whether a local textile eco-label will find acceptance in export markets and \\ ill be a benefit. This not only 
requires that large amounts of resources are committed, both by companies and a national eco-Iabelling 
authority, to marketing the eco-Iabel nationally and internationally, but also that the environmental criteria 
embodied in the eco-Iabel are either in compliance witl1, or similar to, those dcmanded in international 
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markets. It is unlikely that end-consumers, retailers and clothing manufacturers abroad will place much 
value on an eco-Iabetling scheme that is perceived to be not on a par with others that they are familiar with. 
In the case of South Africa's traditional textile export market (Europe), it is likely that the criteria for a 
South African eco-Iabel would have to be consistent with those of the EU eco-Iabel, the EU Flower. 
Factors having an impact on the respectability and acceptance of an eco-Iabelling scheme include not only 
the relevance of the environmental criteria used in developing such an eco-Iabel (i .e. the requirements), but 
also its administration . Especially in a developing country (such as South Africa), it is of vital importance 
that the administration of a South African eco-Iabel is performed by an independent, non-industry, 
authority. This could include the Government, or an authority set up and 
funded largely by Government, yet still enjoying a certain minimum 
amount of autonomy. 
A South African "national" eco-Iabel would also have to be visible, and 
recognisable, and in some way embody environmentally preferable 
attributes. For example, South Africa's national bird, the Blue Crane, could 
be a useful emblem or 'logo'. It is widely recognisable, relevant, and embodies 
environmental issues (especially due to its endangered-ness). Potentially, it could become as recognisable 
to consumers as, for example, the World Wi Idlife Fund's panda bear. However, such a logo may not evoke 
the same response with international consumers. 
Issues that need to be considered for a South African eco-Iabel (for textiles) include: 
• Relevance of criteria (for the industry and consumers); 
• Current environmental awareness of consumers, retailers and manufacturers; 
• Creation of awareness; 
• Focus of the label: local markets, international markets, or both; 
• Where focus includes international , compatibility of local criteria with those of foreign schemes; 
• Time frame involved, and consultations with stakeholders; 
• Local demand for a South African eco-Iabel; 
• Mutual recognition with foreign eco-Iabelling schemes and organisation; 
• Certification and accreditation of South African administering authority. 
The main alternative to the establishment of a South African national eco-Iabelling scheme, at least in the 
short term, would be a focus on compliance with international , established schemes. In this regard, the 
focus should start with an analysis of trade flows between the South African textile industry and its 
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international partners (with a focus on South African exports!). It was shown in this report that the largest 
trade partner "vith respect to exports is Europe, and the United Kingdom, Italy, France and Germany in 
particu lar. As a nntural consequence, the focus should then be on national or private eco-Iabell ing schemes 
in these countries. Oko-Tex (private scheme) and the EU Flower eco-Iabel were shown to be the dominant 
textile eco-Iabels in this regard (also see Section 12.5). 
The issues with regard to compliance with an established eco-Iabel include: 
• Establ ished nature of foreign label; 
• Marketing aspects - the scheme is likely to be widely recognised, accepted and respected; 
• Compliance with cco-Iabel possible in short term as procedures of obtaining it are well established; 
• Environmental criteria - relevant to the South African textile industry? 
• Costs: foreign body bears marketing costs of eco-Iabel (although cost of promoting compliance of 
individual products is largely borne by applicant). 
• Government does not have to take direct or short-term responsibility. 
There are important issues to consider, not only in deciding on the 'high' or 'Io\'/ road, but also in deciding 
on the eco-Iabelling options available to the textile industry. In the case of the South African textile 
industry, the evidence is overwhelming that action needs to be taken to ensure the long-term survival of the 
textile industry. It is also clear that any future strategy mllst include a greater focus on exports and greater 
value-added production. The industry already has a firm basis from which to pursue such a strategy, with a 
number of competitive and innovative firms having achieved product excellence and international 
com petiti veness. 
13.7 Costs and Benefits in a South African Context 
Eco-Iabelling brings with it definite costs and potential benefits, and for any company or organisation 
seeking to comply with eco-Iabelling standards, the likely benefits need to exceed the costs involved. This 
is not a straightforward decision, as the potential benefits are usually far more difficult to quantify than the 
probably direct costs. Quantifying the benefits may at best yield unrel iable or vague results, whilst the 
quantification of indirect costs (such as the opportunity costs of 1101 complying) are impossible to ascertain 
with any degree of accuracy. 
13.7.1 Likely Financial Impact of Eco-LabeIling on the South African Textile Industry 
Eco-Iabelling and other certification is likely to have an increasingly significant impact on the textile 
industry, both domestically and abroad. While it is impossible to ascertain the exact magnitude of the effect 
that the different types of certification (i.e. environmental and quality) will have, more and more entities 
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along the supply and demand chain, from raw material processors through to the retail market and elld-
consumers, are demanding compliance with certain minimum standards. The days of simply producing 
according to the lowest price have long gone in many developed textile markets, although developing and 
undeveloped countries are still lagging far behind. While it is unlikely that market demand for certified 
products \vill be significant from these (latter) sectors even in the long term, pressure from developed 
countries and market segments will certainly continue its steep rise. 
It \\as established and shown in previous sections that the South African textile industry is not competitive 
in the bottom end of the market, due to a number of factors. These include endogenous issues such as low 
labour productivity, (often) outdated capital equipment and the lack of economies of scale, and exogenous 
issues such as globalisatiol1 and decreasing barriers to trade. As a direct consequence, not only is the lower 
end of the domestic textile (and clothing) market less easily accessible (or more highly competitive) to 
local manufacturers producing for that segment, but those markets that the domestic industry is competitive 
in do impose greater demands on the non-price issues SLlch as quality and environmental standards. 
To some extent, a shift in foclls is being forced upon the local textile industry. While the factors 
determining un-competitiveness are in some \vay a result of industry-internal issues of the past. they 
nonetheless require a response and an adaptation by the industry in present times. Targeting foreign textile 
markets is an important means, if not the only one, of achieving sustainable growth in textile sales. It is no 
longer a question of whether or not to export - it has become a medium term necessity for all but a few 
textile manufacturers operating out of South Africa. 
The textile industry's size in terms of output and employment render it an important industry in South 
Africa. and an significant contributor to the South African economy in many ways. Its contribution to GDP 
and employment (it is the 14th largest manufacturing sector, and 7th largest manufacturing sector employer). 
as well as its direct and indirect importance to the many up-stream and down-stream industries it relies 
upon. increase the significance that any positive or negative impact has on the industry, and any industry 
that relies on it The state of the clothing industry has a direct impact on the textile industry, both in 
vertically integrated enterprises as well as the rest through direct supply relationships. 
Any factor having a significant financial effect on the clothing industry is likely to have an indirect, yet 
similarly significant effect on the textile industry. One thus needs to look at the likely financial impact of 
eeo-Iabelling from two angles: firstly, the direct impact on the textile industry, and secondly, the indirect 
effect via the clothing industry. 
The financial impact on the textile industry oreco-Iabelling would consequently include the costs involved 
with of compliance. as well as the (opportunity) costs of non-campi iance: 
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13.7.2 Costs of Compliance with Eco-Label Standards 
• The direct costs of eco-Iabelling certification, which depends very much on the complexity of the 
products to be certified and the testing procedures to be performed. As a rule of thumb companies 
COll ld expect to spend approximately R 1 0.000 for Oko-Tex compl iance testing. 
• The cost of implementing any changes that may be necessary in order to comply with the provisions of 
the relevant environmental label. This may be a negative cost, but may also be a 'positive cost' 
whereby the cost of any process changes is exceeded by the benefits obtained in the form of. for 
example. less intensive lise of chemicals, water and energy savings etc. 
• The information and marketing costs of first obtaining information on the correct and applicable eco-
labelling scheme. and the cost of marketing compliance in existing or new output markets to 
prospective clients 
13.7.3 Costs of Non-Compliance with Eco-Label Standards 
• Loss in market opportunities especially in international textile markets. During 2000 the South African 
texti Ie industry exported approximate Iy R 1 .5 Bill ion worth of textiles. (The destination of the majority 
of these exports were developed countries, in particular the U.S. and Europe). Continued non-
compliance \\ith such standards may well harm present expOl1 sales, as South African products become 
progressively less attractive due to price considerations and / or a lack of qualitative attributes, 
including environmental considerations. Based on current expor1s, and assuming that South African 
produced textiles become less attractive due to non-compliance, this could easily cost the industry a 
percentage of its current exports. Por every 1 % that exports decrease by, this translates into R 15 
\1illion of existing sales, not counting the cost of opportunities forgone due to not expanding sales in 
some quarters. This opportunity cost is impossible to estimate with any measure of reliability, bearing 
in mind that the South African textile industry is a very small player by international standards (i.e. its 
size, supply and demand characteristics have no major impact on world demand and supply). The 
gro\\th ill market demand for environmentally textiles, combined with the new direct and indirect 
market opportunities offered by various FT As (most notably with the U.S. under the AGOA and with 
the EU). offers virtually unl im ited opportunities to the South African texti Ie (and cloth ing) industries. 
The possible market for environmental products is thus immense and offers huge growth prospects. It 
is probab Ie that the extent of market opportunities forgone by the absence of environmental compliance 
is only limited by capacity ceilings of the South African industry. Currently the industry's non-
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utilisation of production capacity is approximately 20%, meaning that the opportunity cost of non-
com pi iance with eco-Iabels is I ikely to be substantial (Statistics South Africa. 200 I a). 
• Loss in market opportunities through the textile industry's close relationship with the domestic clothing 
industry. The clothing industry sources large parts of its textile input material requirements 
domestically, thus being an important market for locally produced textiles. Non-compliance or nOI1-
availability of certification relating to environmental standards is likely to have a negative effect on the 
clothing industry's ability to penetrate nev\, export markets, as it limits clothing manufacturer's 
opportunities. These lost opportut1 ities are main ly I inked to the subsequent constraints that may be 
faced by the clothing industry in pursuing export and niche markets with products that arc 
environmentally preferable. While the local market for environmentally friendly textiles (i.e. those that 
are formally certified to be environmentally friendly) appears to be limited (Donnegan, 2000; 
Hardcastle. 2000: Kothuis, 2000; McLaughlin, 1999: Saxon, 1999: Prosser, 1999), opportunities for 
export market pcnetration would definitely be lost. 
13.8 Barriers and Drivers to Growing Implementation of Eco-Labelling in South Africa 
A number of important indicators point to the increasing need for environmental labelling and other 
certification to be afforded greater prominence in the South African textile industry. Trade patterns and 
related competitiveness indicators show a decl i ne in comparative advantage of the South African texti Ie 
industry in competing with the low-cost textile producing countries of the Far East. At the same time, 
South Africa has had some success in penetrating developed textile markets. The composition of trade 
shO\vs that on the \vhole higher value-added products are impOlted into South Africa and lower value-
added products exported. Within the textile production pipeline, however, South Africa is struggling to 
remain competitive in the lower end of the market, owing mainly to the presence of low-cost producing 
competitors such as China and Indonesia etc. Sustainable growth within the textile industry will only be 
achieved if new markets are found, especially niche and export markets where greater value is added and 
the domestic industry's strength can be better utilised. 
Significant barriers to implementation of eco-Iabelling exist in South Africa, most notably: 
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13.8.1 Barriers to Eco-Labelling in South Africa 
• Widespread unawareness of the implications or even existence ofeco-Iabelling 
• \Videspread unawareness of the environmental implications of textile processes (previous research 
has shO\m the textile industry to be the 1110St polluting industry in South Africa ill terms of 
hazardous waste per lInit of output) (EMG, 1993) 
• A widely held (mis)belief amollg textile manufacturers that "there are no negative environmental 
issues in texti Ie production" 
• The costs involved \vith obtaining formal environmental certification, and the costs of potential process 
changes that may be necessary for compliance with certain environmental standards 
• The scarcity of certifying authorities that deal specifically or par1ially with eco-Iabelling certification 
in South Africa 
• A lack of em'ironmental demands on textile manuf~lcturers from its clients (for example the clothing 
industry. for similar reasons to the ones mentioned above) 
• An overwhelmingly strong emphasis by South African consllmers on pure price considerations. and 
lack of awareness of environmental issLlcs. This has to do with the demographics and average income 
leve Is of South African consumers of texti Ie products, where affordabi lity of even basic textiles is often 
not guaranteed. There is a widely held belief that the domestic market for environmentally labelled 
textiles is insignificant, making eco-Iabelling financially unfeasible for South African consumers. 
• Lack of confidence and uncertainty of textile industry dccision makers in the implications of focusing 
and producing (a greater share) for export markets. This is usually as a result of 'unknown' market 
cond itions. potentially (too) long lead and turnaround times, logistical considerations, lack of working 
capital, lack of information (export market research) and a lack of access to finance. Up to now many 
exporters have merely committed excess capacity and production over-runs (surpluses) to export 
markets_ 
• Difficult trading conditions in the textile industry in recent years. with contributing factors such as 
labour infiexibility, rapid growth of imports (both legal and illegal) and other structural difficulties. 
While these factors can be considered a barrier to eco-Iabelling in the South African textile industry. 
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they could simultaneollsly become a driver to help the industry overcome current difficult trading 
cond itions through the exploration and penetration of new (exp0!1) markets. 
• The presence of numerolls house-brands in the South African clothing and textile industries, whereby 
it is the intention of management to create an awareness of these brands representing certain min imum 
quality and environmental compliance. While the quality- and environmental claims of these 'house-
brands' arc subjective and not independent third party claims, the relevant decision makers often feel 
that any 'foreign' environmental claims would 'clash' and potentially undermine their own claims (or 
consequently disturb the market for non-labelled products), and as a result rarely show demand for 
such environmental labels (McLaughlin, 1999). This lowers the environmental pressure on the textile 
industry. especially from the clothing industry. 
• Lack of (pro-active) institutional support from the South African Textile Federation (Texfed) and 
the Government: Texfed recognises eco-Iabelling as a technical barrier to entry into U.S. and European 
textile markets. yet in no way actively advocates envirolll1lentallabelling options (Claassens, 2001). A 
source at the OTI has stated that eco-Iabelling is not a priority at this stage, but may become so over the 
next 5 years (House. 2000). This situation may, however, change in the medium term as the DTI re-
assesses its position in line with its new integrated industrial strategy (which focuses on knowledge 
intensive actiYities. moving up the production value chain etc.). The IDe. in August of 200 I, called for 
tenders to do an elaborate study on eeo-label! ing options for the South African industry, with a view of 
providing a recommendation and baseline study to the OTI. 
While the barriers to eco-Iabelling are significant, especially for the domestic market there are a number of 
drivers of eco-Iabell ing. Wh i Ie most of these result in voluntary acceptance as a result of forward-th inking, 
others are purely the result of an increasing opportunity cost of /101 complying with such spccifications. 
Some of the most important drivers of eco-labelling include the following: 
13.8.2 Dr'ivers of Eco-Labelling in South Africa 
• A fear that eco-Iabelling is becoming an increasingly significant (technical) trade barrier (TTB) . 
With trade barriers in the form of duties and subsidies decreasing significantly over the past decade in 
accordance with the provisions of GATT, countries and industries are increasingly seeking alternative 
means of protecting their output markets. Eco-Iabelling is one of the more prominent (protectionist) 
methods utilised generally by developed countries' industries to keep competitors out of their home 
markets. 
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• Genuine concern for the environment is a further, albeit (probably) less significant driver of eco-
labelling 
• A pro-active stance by management and product engineers to ensure long-term environmental and 
financial sustainabi I ity of their products through eco-Iabell ing 
• Actual and perceived benefits of eco-labelling for companies trying to expand market share in niche 
and export markets. This is probably one of the most impoliant drivers of eco-Iabelling, especially 
from a South African company perspective. This may be as a result of companies realising that 
expansion into export markets in no longer simply and option but a virtual necessity. 
• Pressure on manufacturers by downstream industry, retailers and end-consumers for products 
showing that products conform with certain minimum environmental standards, for example the 




Opportunities of export market expansion offered by the provisions of the African Growth and 
Opportunity Act (AGOA) and the FT A with the European Union may only be significantly utilised if 
South African textile (and clothing) manufacturers conform with minimum environmental standards. 
The most transparent and visible means is where a product has earned a certain textile-specific eco-
label. 
The marketing benefits offered by eco-Iabels. especially in terms of prestige and as a means of 
increasing the a\\areness of a product in a large, competitive market. 
• The significant benefits of setting a product apart of its competitors who do not conform to such 
specifications and standards. and the benefits of slich (qualitative) com petitive advantage. Eco-
labelling is thus an important means of product differentiation, especially in those markets where 
elnironmental awareness is great. 
• Manufacturers are attracted to eco-Iabels due to the fact that they are able to obtain a price premium 
for their products. This naturally aSSLlmes credibility of the relevant eco-Iabel. and a general market for 
'environmentally preferable' products. 
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• The prominence of the organisation promoting the eco-Iabel, as well as the prol11l11ence of the 
certification agency (and international recognition thereat) play an important role as a driver for eco-
labelling 
• An ll1creas1l1g recognition by manufacturers and retailers of consumers' "right to know", a 
realisation that is particularly prevalent in the developed countries. These countries, of course, make 
up mueh of the South African textile industry's export markets, and are thus an important 
consideration and driver of eco-Iabelling. 
13.9 Eco-Labelling in the South African Textile Industry: Pipe-Dream, Possibility or Necessity? 
There is no eseaping the fact that eco-labelling is gaining importance in various international markets, most 
notably the European Union. The analysis of textile exports in Section 7.3 (and Appendix 04) has also 
shown that European markets are the most attractive to the South African textile industry, with the US also 
being a destination that is rapidly gaining in importance as an export market. While environmental issues 
and awareness are impOitant considerations in foreign purchasing decisions, the same cannot, as a whole, 
be said for South Africa or the regional market. 
The previolls sections have analysed some of the critical isslles surround the question ofeco-Iabelling in 
the South African textile industry. It can be concluded that eco-Iabels are certainly not merely a "pipe-
dream" (or threat) to the industry - eco-Iabels are there to stay, and will become an increasingly important 
consumer and (by extension) trade issue. In terms of being a "possibility", eeo-Iabelling does not present an 
insurmountable technical barrier, although there are obviously direct (and indirect) costs involved. 
According to Gardiner (2001), a consultant to the textile industry and formerly with the CSIR, 
. hom a technical point of view, there is no reason why any (South African) company should not be capable to at 
least being certified to the Oko-Tex label or being certified to ISO 14001 .... In general, it is my opinion that 
certification. whether ISO 14001 or Oko-Tex, is normally only pursued if it is a requirement to be in a (particular) 
market if companies want to satisfy corporate requirements, or if the owner has a particular passion for environmental 
Issues ... 
In terms of being a 'necessity', this depends all a llumber of issues, most of which have been discllssed in 
previous sections. To some extent, the importance of eco-labelling depends on the particular product, and 
the focus of the company. Some of the smaller players that have a specific local foclls may find that the 
cost of obtaining an eco-Iabel may not be financially feasible in the short or the long tenn. The fact that 
em irolll11ental a\Vareness is still very low in South Africa and the region also does not count in favour of 
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eco-Iabels. at least in the local context. However, an ever-decreasing number of South African textile 
producers will be able to successfully compete locally and regionally in the lower end of the market 
(commodity textile production), especially in the context of globalisation and import penetration offoreign 
producers. Where the focus is already on export (and niche) markets, or changes towards it. eco-Iabelling 
\vill in due course increasingly become a 'neeessity'. Complianee \vith the environmental criteria attached to 
eco-Iabels will also help in preventing restrictions to market aecess. both where foreign environmental 
legislation prevents the use of certain banned substances (such as azo-dyes in texti Ie production) and where 
consumer environmental awareness creates increasing demand for environmentally 'preferable' products 
and production methods. 
This chapter il1\estigates the current status of eco-Iabelling in South Africa, where such programs are of 
relevance to the textile industry. It finds that the penetration ofeco-Iabels in South Africa is minimal, and is 
limited to a very small number of companies having obtained the Oko-Tex eco-Iabel. This is largely due to 
the fact that environmental awareness among South African conSllmers, especially in the sense that it 
translates into a will ingness to pay a price-premi um for environmenta Ily preferable products, is virtua Ily 
nOll-existent. HO\\ever. on the basis of South Africa's growing textile exports, especially to the EU (\vhere 
en\ironmental awareness and eco-Iabels are much more widespread), it is suggested that a definite market 
exists for eco-Iabelled products from South Africa. The costs and benefits of compliance and non-
compliance are discussed. and find the latter to be potentially significant. This is followed by an analysis of 
the drivers and barriers to eco-Iabelling in South Africa, bringing in the results of the survey conducted 
among South African textile manufacturers. 
\\'hile South Africa clearly has the institutional capacity of introducing an eco-Iabelling program, doubts 
remain whether a South African eco-Iabel will receive the necessary recognition in its export markets. It 
would seem far more lIseful, instead, to focus on complying with an existing, broadly recognised eco-Iabel 
such as the EC eco-Iabel. Compliance with the EU criteria is open to South African producers, who would 
need to satisfy the EU eco-Iabelling Board that they have met the relevant textile-criteria. Looking ahead, 
there certainly appears to be ample scope and opportunities for compliance with existing eco-Iabels, which 
would certainly go a long way towards preventing eco-labels being used effectively to reduce South 
Africa's market access opportunities abroad. While eeo-Iabelling would seem to be an important means of 
value-adding, other programs can also play an important role in facilitating continued access in South 
Africa's trad itional and non-trad itional export markets. Some of these programs are d iscllssed in the 
f()llmving section. which deals with the ISO quality and environmental management systems, and the 
Worldwide Responsible Apparel Program. 
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14. Additional Tools for Achieving Increased International 
Recognition and Market Penetration 
14.1 Introduction 
173 
While eco-Iabelling is one of the 1110st important and \videly utilised tools used to eer1ify compliance with 
minimum environmental (and consequently. often quality) standards. other forms of certification are also 
available to the international and domestic textile industry. While eco-labels are generally tools lIsed to 
show compliance with individual processes and I or products, some quality and environmental systems 
reach beyond this and certify compliance with a broader range of criteria. These are often based on a 
company-wide state of affairs (especially the ISO quality and environmental systems. discussed below), 
and in the case of the aforementioned. widely recognised and respected. 
14.2 ISO: the International Organisation for Standardisation 
The International Organisation for Standardisation is an international federation of national standard setting 
bodies from approximately 130 countries (ISO, 200 I). This non-governmental organisation (NSJO) was 
established in 1947. and being a NGO, unlike the United Nations. the national members of ISO are not 
delegations of the governments of those cOllntries. According to ISO's official website (ISO. 2001), its 
mission is to "promote the development of standardisation and related activities in the world with a view to 
faci I itating the international exchange of goods and services. and to developing co-operation in the spheres 
of intellectual. scientific. technological and economic activity"'. 
Financial support is provided through member countries' payment of membership fees (based on their GNP 
and trade volumes) (Rothery, 1995). Through the promotion and development of consistent and 
intcrnationally recognised standards, the ISO is an important role player in the facilitation of international 
trade. and the co-operation in technological and scientific matters. ISO standards thus play an important 
role in making the development manufacturing and supply of products and services more efficient, safer 
and cleaner (ISO, :2001). The agreements reached as a result of the ISO's activities are international but 
voluntary for member countries, and are published as International Standards. The organisation has its 
headquarters in Geneva, Sv"itzerland. The ISO has brought out a number of international standards. the 
most \\idel: known organisational management programs being the ISO 9000 (qual ity) and ISO 14000 
(environmental) series of standards. 
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14.2.1 ISO 9000 Quality Standards 
The ISO 9000 series of standards followed on from the quality standards (BS 5750) developed by the 
British Standards Institute (BSI), and is an "integrated, global system for optimising the quality 
effectiveness of a company or organisation, by creating a framework for continuous improvement" 
(Rothery, 1996). 
ISO 9000 is thus an integrated qual ity management system that shows an organisation's formal 
commitment to upholding minimum quality standards in all spheres of its operating environment. In order 
for a company to obtain formal ISO 9000 quality certification, a formal quality management system (QMS) 
needs to be implemented. This shows competitors, customers, suppliers, employees and all other role-
players in the procurement and sales environment of that company that certain minimum quality standards 
have been obtained, and are consistently adhered to. This includes criteria such as docllmentation, 
procurement and tenders, and all spheres of interaction with the company's stakeholders and partners. 
The ISO standards enjoy international recognition and respect, and as such the benefits obtained through 
the implementation of ISO 9000 (as well as [SO 14000) are both direct and indirect. The direct benefits 
may be classified as those being incidental to the company's operations, greater product and service 
quality, transparency and increased employee morale. Adherence to the formal QMS, which is integral to 
ISO 9000, furthermore leads to numerous financial benefits in the short and long terlll. 
The indirect benefits to a cOlnpany of a formal QMS, of course, are the economic benefits obtained through 
greater national and international recognition and respect by all of the company's stake~holders, the 
competitive advantage gained over competitors, and the assurance of pre-defined minimum standards being 
met. 
14.2.2 ISO 14000 Environmental Standards 
The ISO 14000 series or envirollmental standards is, in a number of ways, similar to the ISO 9000 quality 
standards. This series of standards was originally the result or ISO's commitment to "sustainable business 
deyelopment" following their support of the 1992 United :-lations Conference on Environment and 
Development (UNCT AD) held in Brazil (Rukato, 1999). The ISO 14000 standards thus became one of the 
many responses by industry to a grO\ving awareness of the need for sustainable industrial development, and 
today enjoy widespread acclaim and respect. Whereas in the past business decisions and environmental 
investments were made largely where bottom-line reward was expected in the short term, changes in 
environmental awareness have lead to the economic benefits of such investments also coming through 
better public relations and marketing (Benchmark Environmental Consulting, 1995, cited by Rukato, 1999) 
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The I SO 14000 series consists, not un I ike the I SO 9000 of a number of different standards. While all 
standards are for voluntary Lise, ISO 14001 has as its basis a formal environmental management system 
(EMS). the provisions of which are mandatory (as opposed to voluntary) for organisations seeking 
compliance with and formal certification according to ISO 14001. As such, ISO 14001 contains those 
elements of the ISO 14000 series of standards that can be formally and objectively audited for certification 
and/or for self-declaration purposes (Rukarto. 1999). UNCT AD's Commissioll on Trade in Good, and 
Sen'ices decided, as early as 1997, to convene an Expert Meeting with a mandate to "examine the 
operation. and the possible trade and investment impacts of environmental management standards. 
pal1icularly the ISO 14000 series, on developing cOLintries, and the identi fication of possible opportun ities 
and needs in this context" (WTO, 1997). The benefits of implementing an EMS may bring a number of 
benefits to companies. including (UNCT AD, 2001): 
• Improvement in the management of environmental aspects: 
• Reduction in the cost of waste management and/or savings in consumption of energy and materials: 
• Increased export competitiveness and the avoidance of trade barriers: and 
• Enhancement of an organisation's corporate image. 
Compliance with the provisions of ISO 14001 is not an overly technical or impossibly difficult task. and 
should thus be well within reach of many organisations. What makes compliance with ISO 1400] so 
accessible (in this case particularly the textile industry) is the fact that it is not an absolute standard (and 
thus differs significant I) from most other ISO standards), but rather a policy commitment to compliance 
with applicable environmental legislation, as well as a commitment (on the part of the company) to 
continual improvement in its environmental performance. This ensures that for example, companies 
carrying out similar lines of activity, but with different environmental performance, can both achieve 
formal ISO 1400] certification. 
ISO 14001 should thus form an important consideration for a company wishing to: 
• Implement a formal environmental management system (EMS), or where one already exists, to 
implement improvements thereto as is consistent with the requirements of ISO 14001; 
• Demonstrate its compliance with applicable environmental legislation. as \vell as the company's policy 
of continued commitment to improving its environmental performance. to all net\vork partners (local 
and international clients, competitors, shareholders, suppliers and employees); 
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• Seek formal certification of its compliance with the provisions of ISO 1400 I, including its EMS, from 
an indepcndent (preferably) internationally accredited certification authority. In South Africa's case, 
where a company trades internationally it is preferable for ISO 1400 I certification to be done through 
an international certification authority, or one which has been accredited by SA\,IAS which has in place 
formal mutual recognition agreements with international accreditation authorities. 
• Avoid the negative trade implications of non-compliance \vith ISO 14001 as this environmental 
management system is increasingly becoming a technical trade barrier (TTB). There is a "conccrn that 
ISO 14001 certification may become a de facIo condition for doing business, at least in ccrtain 
(industry) sectors, in a manner similar to the development of ISO 9000 quality management standards" 
(UNCTAD . .200 I). Non-compliance with the ISO 1400 I standard espec ially in developing cOllntries 
Illay lead to decreases in trade between developed and developing countries. 
Compan wishing to comply with the provisions of ISO 14001 may do so to obtain forma I certification, or 
may simply wish to use compliance for self-declaration purposes. Self-declaration means that a company 
declares compliance with ISO 1400 I through lated audits as opposed to independent 31d party 
certification. While self-declaration may have benefits in terms of costs and cash flow, it is often not 
enough to cOllvince external stakeholders such as shareholders, clients. authorities and insurers (Gardiner. 
2000). 
14.2.3 The importance and potential ofISO system certification in South Africa 
It has long been common knowledge that South African consumers are on the whole not very discerning 
when it comes to environmental practices of organisations and suppliers. In the mind of many 
manufacturers, this has the direct consequence that the costs of environmental management or other 
emironmental considerations can not easily be passed on to consumers, as the resulting price premium may 
lead to ificant un-competitiveness. However, this argument is only partly true, and certainly losing 
some relevance in South Africa. 
It is only "partly true" as it pre-supposes that environmental management costs money and negatively 
affects the financial bottom line. The argument is based on the fact that traditionally, added to the fact that 
consumers are 110t very environmentally mvare. lack of legislation or poor enforcement of environmental 
la\\s allo\\ed many companies to place large burdens on the environment. Tightening legislation and 
cnforcement thereof is increasingly pressurising companies to improve their environmental management, 
leading to parts of the original argument falling away. Also. the presumption that environmental 
management necessarily imposes costs on the company is flawed. In 1110st instances, better environmental 
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management will lead to significant cost savings (through better housekeeping and consequently energy 
and "vater cost savings). as well as protect the company from the potentially huge burden of an 
environmental disaster such as a chemical spill etc. 
The argument is al so "Iosing relevance" as it ignores the increasing global isation of trade, and its influence 
on all spheres of industrial activity the world over. No longer can international market demand be ignored. 
nor the fact that domestic companies are increasingly competing in the international arena, either directly or 
indirectly. Even where companies are not showing any interest in the export markets. they can not escape 
the direct competition through foreign competitors entering South African markets. This erosion of their 
trad itional markets necessitates increasing productivity and competitiveness locally, as well as expansion 
into foreign markets. in order to remain sustainably profitable. South Africa's relatively weak currency 
allows for a cer1ain competitiveness to bc gained and should enhance the potential lor successful export 
market penctration. It is \\ell known that environmental awareness and demands are far stronger and \vide-
spread in developed countries, and as these generally make up the core markets for SOllth Africa's exports, 
sllch market characteristics need to be taken seriollsly. For this purpose, compliance with and ISO program 
can provide South African manufacturers with an impOliant vehicle for penetrating export and niche 
markets, owing to the fact that ISO 9000 and ISO 14000 are internationally recognised and respected. 
While some industrial sectors in South Africa still believe that there is no need to do more than simply 
comply \\ith legal requirements, there is no doubt that any company wishing to operate in today's trading 
em ironment and beyond mllst take its commitment to good environmental performance as seriously as it 
does its commitment to technical and financial competence (Hobbs and Ireton, 1996,). The same source 
fOllnd evidence that shareholders, investors, insurance companies, commercial and international banks are 
also becoming increasingly mindful of the risks and liabilities they may incur when financing a client 
company that does not possess formal environmental certification and by implication environmental risk 
managcment. 
While the drivers of [SO certification essentially revolve arollnd good corporate governance, greater 
marketing potential. penetration of export markets and market demands. there are also a number of barriers 
to the implementation of ISO certification. One of the most impOliant of these is the actual and perceived 
cost of implementation of a formal system (in this case the emphasis being on the environmcntal system), 
the actual or perceived financial feasibility of it, as well as the general lack awareness of environmental 
issues and knowledge of ISO systems. The cost, for example, of implementing a formal ISO 14001 system 
depcnds on a numbcr of factors, and relate mainly to the complexity and size of the organisation involved 
and the current degree of cnvironmental awareness, culture and policy within the organisation. Another 
important factor is the choice of certification authority lIsed to val idate and certify the implementation of 
ISO 1400 l. which depends on the choice of whether local or foreign certi fication authorities are used. At 
present there are very few local certification organisations offering ISO 1400 I certification, the most well 
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known being the SABS. However, Rukato (1999) found that companies which were aggressively targeting 
export markets often felt that they preferred obtaining certification through an internationally known and 
recogn ised authority, even though the SABS is aecred ited by South Africa's official accreditation authority 
(SA:"JAS) which in turn holds mutual recognition (MRAs) agreements with many overseas accreditation 
authorities. 
Compliance with the requirements of ISO 1400 I, and formal certification thereof, is one of the alternative 
tools South African texti Ie manufacturers can uti I ise to overcome technical trade barriers, especially when 
producing for export markets. It wi II provide them \vith a competitive advantage over many of their 
competitors. both domestically and abroad, and ensure that this increasingly wide-spread requirement 
(especially in foreign markets) does not become an impediment to trade. 
14.3 The Worldwide Responsible Apparel Program (WRAP) 
The TVorldll'ide Responsible Apparel Program (WRAP) is a new program that began operations in June 
2000.The program was started by the American Apparel Manufacturers Association (AAMA) in response 
to the increasing importance of social and environmental issues in the prodllction of clothing (and related 
industries such as textiles), and has since registered "over 370 se\vn product factories from 45 countries and 
over 100 manufacturers" with WRAP (DoheI1y, 200 I). Bearing in mind that the AAMA represents 80% of 
the clothing sold at wholesale in the U.S. (WRAP, 200 I a), any developments on this front are certainly 
releyant to South African manufacturers wishing to exp0l1 to this vast market. It has subsequently been 
endorsed by a number of international clothing and textile companies and industry organisations. One of 
these is Clofed, the South African Clothing Federation. The program is still in its infancy in South Africa 
(Theron. 200 I). 
The WRAP scheme is a very broad and multi-criteria scheme, that unlike eco-labelling, does not certify 
individual products or processes, but is factory based. It goes beyond environmental criteria, in fact. 
compliance with all relevant environmental legislation is merely one of many criteria that need to be 
fulfilled by a manufacturer seeking WRAP cer1ification. Others include occupational health issues, 
remuneration, fair working conditions and other workplace regulations. For an overview, see Appendix 12. 
According to DohcI1y (200 I). executive director of the WRAP Cer1ification Program . 
. The WRAP Cel1ification is a global factory certification program based upon universal WRAP Production 
Principles \\hich address workplace conditions, workers' rights, as \vell as environmental safeguards, compliance with 
customs regulations and cooperation on drug trafficking interdiction. Any manufacturer from the sewn product 
industry can seek WRAP Certification by participating in the program ... " 
.... , The WRAP Certification Program is available to traditional apparel manufacturers as well as those manufacturers 
that produce textile, furniture. sporting goods, carpeting. luggage, etc." ...... the WRAP Certification Program IS a 
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globally endorsed factory ceI1ification program for the 'sewn products' industry (which can include textiles as 
well)." " 
To become WRAP certified, factories need to undergo a three-step process (WRAP, 2001 b): 
• STEP 1: Self Assessment. The factory must apply for and be registered for the WRAP Certification 
Program. after which it receives the relevant monitoring doclImentation. Included in this 
documentation is a questionnaire that needs to be completed and sent back to the WRAP. An 
independent accredited Monitor can then be selected to evaluate and verify the information. 
• STEP 2: Independent Monitoring. The factory contracts and schedules an onsite evaluation visit by the 
selected Monitor. The Monitor will subsequently recommend certification or identify areas where 
corrective action is required before compliance is achieved. 
• STEP 3: Final Review and Follow-up: This entails the review of the compliance documentation and 
the decision whether to certify the facility. The term of certification is subject to a decision by the 
WRAP board. based on a number of risk factors. The facility may also receive future follow-up visits 
to ensure continued compliance with the stipulations of the WRAP program. 
The scheme appears to be growing significantly world-wide, and especially in the US. and companies not 
WRAP-celtified may find it becoming a potential trade barrier in future. 'rhe WRAP Principles are core 
standards for manufacturing companies participating in this program. Its objective is to independently 
monitor and certify compliance with these socially responsible global standards for manufacturing, and 
ensure that sewn products are produced under lawful, humane and ethical conditions. Participating 
companies voluntari I; agree that their production and that of their contractors wi II be certified by the 
WRAP Certification Program as complying with these standards (WRAP, 2001 a). 
As mentioned earlier, the program is sti II in its infancy in South Africa, although compl iance wi II become 
increasingly important for manufacturers wishing to export to the United States. 
According to Theron, CEO of the Clothing Federation (Clofed) of South Africa (200 I): 
" ... it has already become evident that WRAP will become increasingly impoI1ant. Some exporters are already being 
asked US customers to become WRAP compliant". (However) "this does not mean that smaller US cllstomers will 
l1ecessaril), (emphasis added) make such requests. retailers obviollsly have a public profile which they cannot 
afford to have damaged .. " 
----_ ... _--_ ... __ .. __ ._----
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By logical extension. compliance with the WRAP should be investigated by textile companies wishing to 
grow exports to the U.S., as well as industry organisations such as Texfed. Even though the program is 
aimed predominately at the clothing industry, it has a potentially significant impact on the textile industry. 
'The WRAP program potentially impacts on those clothing and textile manufacturers in South Africa that 
are vertically integrated. as well as on those textile firms that supply the U.S. garment industry with some 
of its input materials. 
The [SO quality and environmental systems are widely recognised internationally. and provide South 
African firms with an additional tool for increased international recognition and market penetration. While 
an ISO certification does not replace the benefits of an eco-Iabel, it can nonetheless be of significant 
importance in gain ing market access to developed-country markets. As tariff-based trade barriers are 
lowered or removed completely, firms need to extract market preference through greater product 
differentiation. ISO management systems can thus play an important role in achieving this role. even 
though the certification is a firm-level one rather than being purely product-based. 
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15. Conclusions and Recommendations 
The foclls of this report is on the textile industry. But, it is of little benefit to view and analyse this sector in 
complete isolation of its wider trading environment, due to the strong linkages and interdependencies 
betvveen the textile industry and both upstream (such as the manufacturers and suppliers of raw materials) 
and downstream (such as clothing and retail) industries. 
Few industries have been the focLls of greater attention and debate the world over than the textiles (and 
clothing indus! ries). Reasons for this inc lude the fact that texti Ie artic les of somc sort are basic com mod ities 
and necessities, and as a consequence, most cOLlntries a certain degree of texti Ie manufacturing capacity. 
Much of the world's textile manufacturing capacity is located in the developing countries. In addition, the 
textile industry is one of the most important employers in the world, and a very important market for many 
upstream industries. Textiles playa critical role in industrial and economic development. 
The South African textile industry is clearly not competitive in certain market segments. Unable to compete 
in bulk commodity textiles, the South African textile industry has little choice but to move up the value 
chain. The majority of the country's textile imports originate from China, Indonesia and Taiwan, most 
being commodity-type items where not much value has been added. In a number of cases, the 'landed' price 
of such il11p0l1s is below the costs of local production. The analysis of the South African texti Ie industry's 
tradc performance, whilst highlighting the impolt penetration of foreign produced textiles, also shows that 
exports have been increasing significantly over the past few years. In addition, the rate of growth of exports 
has in recent years exceeded the rate of growth of imports, although the extent and influence of il!ega! 
imports is difficult to quantify. The resulting decreasing trade deficit is largely due to strong export growth 
to traditional trade partners such as the European Union and the United States. Recently concluded trade 
agreements \\"ith both these countries! regions are likely to provide further momentum to export growth. 
Other core issues include the cost of capital, idle production capacity and labour productivity. Rcal intercst 
rates, while significantly lower in 2001 than they were threc years previotlsly during thc worldviide 
emerging market crisis. are still a significant barrier to investments in capital equipment. Most textile 
industry technology is imported from Europe, such that in addition to the relatively high cost that a firm 
must incur to obtain eapital, manufacturers were in this regard also negatively affected by the unfavourable 
exchange rate. These two factors had a ncgative cffect on investments in capital stock. As a result, much of 
the industry's capital stock is old. The textile industry has also been characterised by idle capacity, largely 
due to lack of dcmand rather than the unavailability of labour or raw materials. This could, however, also 
encourage the industry to pursue new (export) markets. Low levels of labour productivity (or high per-unit 
labour costs) have consistently been cited as a major problem in South Africa, in spite of South Africa's 
labour costs being far lower than those in its highly industrialised trade pat1ners. 










Seclion J 5. Conclusions and Recommendations 182 
This appears to be due to substantial training and education deficiencies, and specifically the limited nature 
of formal textile training available in South Africa. 
While the developed countries of Europe and l\orthern America are attractive trade partners for the 
expansion of trade through better market access, there are a number of challenges that have to be met. The 
underlying argument draws attention to the inter-relatedness of environmental and trade issues, and the fact 
that environmental issues may soon become a particularly important barrier to the further expansion of 
expol1s. While tariff-based trade barriers are being removed in line with WTO regulations, other (technical) 
barriers are effectively taking their place. In this regard, eco-Iabels are important instruments used by a 
number of (mainly developed) countries that allow the differentiation of a product by facilitating formal 
compliance with pre-determined environmental criteria. Most developed-country trade partners of the 
South African textile industry have established (and are promoting the compliance with) national eco-
labelling programs. While access to such cco-Iabels is generally open to foreign producers, the 
mcthodology used in drawing lip the criteria is usually geared towards the needs of the 'home' country, with 
little regard to the specific environmental issues that foreign producers face. Being classified as standards 
by the WTO due to eco-labels being mostly of a voluntary nature, they escape being in contravention of 
WTO regulations pertaining to technical trade barriers. Effectively, however, this isjust a technicality, and 
in practice eco-Iabels are likely to become signiJicant trade barriers in future. 
In this regard. South Africa, and in the context of this thesis the South African texti Ie industry in particular, 




to do "business as usual" and run the risk of potentially declining international market 
access while continuing to be under severe pressure from impol1s; 
follow the "high road" and concentrate on developing a South African national eco-
labelling scheme that addresses the environmental isslles of the textile industry and is 
consistent with the needs of local and overseas consumers, or 
follo\\ the "middle road", which could be a compromise, by setting in place structures for 
the development of a national eco-Iabelling scheme while in the short to medium term 
moving towards applying and obtaining a foreign eco-Iabel valid in those markets that are 
of pal1icular importance from an export perspective (for example the EU Eco-Label). 
While the first option would entail the risk of the South African textile industry being (potentially) 
increasingly marginalised in terms of access to European and U.S. markets, only focusing on the "high 
road" option may shift any advantages of eco-Iabelling into the distant future. This relates to the fact that 
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the development of eco-Iabelling programs, judging from European experience, can take up to a decade 
(from conception to completion of criteria for a variety of product groups). There also remain the 
unresolved issues of\\hether foreign markets will readily distinguish a South African eco-Iabel. 
The third option, the "middle road", would seem the most appropriate route to follow for the South African 
authorities and the domestic texti Ie industry. Compl iance by texti Ie finns with foreign eco-Iabels, in 
particular the EU eco-Iabel, should be prioritised. An impol1ant driver for firms wanting to explore sllch 
eco-Iabelling options would be for the Government, through the DTl, to lend administrative and financial 
support to such efforts. For example, attractive incentives and tax write-offs could be offered, covering the 
cost of technology changes leading to improved environmental performance, and compliance testing. Such 
moves are likely to also have positive externalities, sllch as greater compliance with domestic 
environmental legislation and the associated benefits to the environment. At the same time, active steps 
should be taken to investigate the feasibility of a South African eco-Iabelling scheme. In this regard, the 
Government in paltnership with foreign eco-Iabelling institutions and domestic stakeholders, can play an 
active and impol1ant role in devising a framework for the development of relevant eco-Iabelling product 
groups and criteria. The IDC is presently developing the terms of reference (TOR) for a study that will 
imestigate the feasibility and implications of eco-Iabelling in South Africa. 
The benefits of following a strategy in line with that proposed above cou ld be extended through additional 
institutional support, which should entail taking a more holistic view on trade and environment related 
matters. Such SllPP011 could either be directly by the Government or, indirectly, at arms length through 
quasi-gO\ernmental organisations such as the CSIR or the SASS. Areas where the industry requires 
additional support include areas such as the development of export marketing strategies (with an additional 
emphasis on positive environmental attributes) and funding for R&D, with a strong focus on applying 
foreign technologies to local needs. Textile firms, meanwhile, must be innovative partners, and actively 
forge alliances with local and international companies (both upstream and downstream), with a view to 
both extending local production capacity and developing a stronger expol1 market presence. Any sectoral 
program for the development of the South African textile industry should provide supp0l1 incentives to 
facilitate this. 
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Appendix 01: Definitions of SMEs / SMMEs 
The South African National Small Business Enabling Act has set the following quantitative and qualitative 
criteria for SMEs: 
Quantitative Criteria (2 or more critel"ia have to be satisfied for each classification) 
Size Annual Total Assets Total Number 




Group A Class Less than Less than Number 
Agriculture, Forestry, Fishing. Transport, Storage Small R2.5Mil. RO.5 Mil. 5 - 50 
and Communication, Financing. Insurance, Real 
Estate and Business Services, Community, Social Medium R 15 Mil. R3.0 Mil 51 -100 
and Personal Services 
Group B Class Less than Less than Number 
Mining and Quarrying, Manufacturing, Electricity, Small R5 .0 Mill. R 1.0 Mill. 5 - 50 
Gas and Water, Construction, Wholesale and Retail 
Trade, Catering and Accommodat ion Services Medium R 25 Mill. R5.0 Mill. 51 - 200 
Qualitative Criteria (Com pulsory) 
• Private and Independ ent Ownership; or 
• Co-Operatively Owned and Managed; 
• Must not form part of an Enterprise that exceeds quantitative criteri a as laid out above; 
• May have more than I Branch 
Table A.01 South African National Small Business Enabling Act Definition of SMEs 
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The Small Business Development Council (SBDC) (now Business Partners) defines SMEs quantitatively 
and qualitatively as follows (HSRC, \994) : 
Small Business Development Council Definition of SMEs 
... {Q{uantitalively by the number of employees in the firm, and ( sometimes) by market share and total capital 
investment 
• Micro -7 < I 0 employees 
• Small -7 < 50 employees 
• Medium -7 50 - 200 employees 
.. .{Qlualilatively by: 
• close links between management and ownership; 
• independent decision making; 
• personal ised management; 
• entrepreneurship I risk-taking behaviour. 
Table A.02 Small Business Development Council Definition of SMEs (HSRC, 1994) 
It is interesting in this context to reflect also on the definition of SMEs used by the European Union (\996). 
There companies are defined as being SMEs if they conform with the following criteria: 
European Union Definition of SMEs 
Micro Small Medium 
Employees < 10 <50 <250 
Annual Turnover N/a <7 million ECU (+1- R 45 Mill.) < 40 million ECU (+1- R 260 Mill.) 
Balance Sheet Assets N/a <5 million ECU (+1- R 32 Mill .) <27 million ECU (+1- R 175 Mill.) 
Independence of Company: 
Less than 25% of the company must be directly or indi rec tly owned by a single company, or 
jointly by a number of companies, who are not defined as being SMEs 
Table A.03 European Union Definition of SMEs (European Union, 2000) 
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Appendix 02: Quantitative Overview of Industrial Activity within SADC 
The Top Goods-Producing, Employment and Export Sectors in the SADC Region 
Top Producing Goods Sub-Sectors Top Employment Sub-Sectors Top Exporting Sub-Sectors 
Sector % of Non- Sector % of Non- Sector % of Non-
Services Services Services 
Output Employment Exports 
Food Products 12.4 Agriculture n.e.c. 41. I Other Manufacturing 7.2 
Industrial Chemicals 7.5 Beef 10.3 Basic Iron and Steel 5.7 
Agriculture n.e.c. 5.8 Maize 5.0 Machinery 4.5 
Motor Vehicle 4.9 Food Prod ucts 4.0 Agriculture n.e.c. 3.4 
Basic Iron and Steel 3.9 Other grains 3.5 Food Products 3.3 
Fabricated Metal 3.7 Tobacco (agr.) 3.3 Textiles 3.1 
Products 
Beverages 3.6 Clothing 2.3 Tobacco (agr.) 2.9 
Mach inery 3.5 Textiles 2.3 Electrical Machinery 2.8 
Other Chemicals 3.4 Horticulture 1.9 Non-ferrous Metals 2.6 
Paper 3.4 Fabricated Metal 1.6 Industrial Chemicals 2.4 
Products 
Textiles 2.7 Electrical 1.1 Sugar 1.8 
Machinery 
Electrical Machinery 2.5 Other Chemicals 1.1 Clothing 1.5 
Clothing 2.3 Sugar 1.0 Paper 1.4 
Table A.04 The Top Goods-producing, Employment and Export Sectors in the SADC Region 
(Valentine, 1998) 










Appendices Page 200 
Appendix 03: The Manufacturing Sector in South Africa: Number of Enterprises and Contribution 
to Output 
Distribution of Manufacturing Sector Enterprises and 
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Appendix 04: International Textile Trade Statistics 
Exports: The largest 2S International Trade Partners of the South African Textile Industry 
-
Country EXPORT (R 000) Rank Proportion 2000 
I 
Annual 
MAY.OO 2000 ytd 1999 1998 2000 1999 Change % Total Cum. Growth 
U,S.A. 78980 303266 649221 487682 1 1 0 21 .00% 21.00% 12.10% 
'fJNITED KINGDOM 54479 237059 607586 517667 2 2 0 16.40% 37.40% -6.40% 
ITALY 31 295 140824 305559 259079 3 3 0 9.80% 47.20% 10.60% 
FRANCE 17518 74849 190867 208762 4 4 0 5.20% 52.40% -5.90% 
GERMANY 151 74 581 40 151267 1691 12 5 5 0 4.00% 56.40% -7.80% 
ZIMBABWE 8965 53343 109758 113083 6 6 0 3.70% 60.10% 16.60% 
MAURITIUS 17060 45777 75220 34904 7 10 -3 3.20% 63.30% 46.10% 
ZAMBIA 9464 41286 89096 67327 8 8 0 2.90% 66.10% 11.20% 
MOZAMBIQUE 11779 38890 58894 40595 9 14 -5 2.70% 68.80% 58.50% 
CHINA 11650 35121 59084 37054 10 13 -3 2.40% 71.20% 42.70% 
KOREA REP. (SOUTH 6201 31475 68717 25037 11 11 0 2.20% 73.40% 9.90% 
KOREA) 
JAPAN 5260 29117 66342 62486 12 12 0 2.00% 75.40% 5.30% 
AUSTRALIA 5591 23110 81661 80015 13 9 4 1.60% 77.00% -32.10% 
TAIWAN 5771 22588 99424 72588 14 7 7 1.60% 78.60% -45.50% 
MALAWI 4984 19319 40589 32402 15 20 -5 1.30% 79.90% 14.20% 
INDIA 5081 16721 25817 36376 16 29 -13 1.20% 81.10% 55.40% 
BRAZIL 3791 15770 42826 43048 17 18 -1 1.10% 82.20% -1 1.60% 
UNITED ARAB EMIRA TES 3650 14932 47656 52490 18 15 3 1.00% 83.20% -24.80% 
RELAND 5083 13616 40461 34695 19 22 -3 0.90% 84.20% -19.20% 
~ENYA 3321 12608 38934 34242 20 23 -3 0.90% 8500% -22.30% 
CANADA 2909 12512 36295 35203 21 25 -4 0.90% 85.90% -17.30% 
SPAIN 3464 12506 31447 42556 22 27 -5 0.90% 86.80% -4.60% 
BELGIUM 1520 12441 43672 74735 23 17 6 0.90% 87.60% -31 .60% 
INDONESIA 6146 11 361 41678 21117 24 19 5 0.80% 88.40% -34 .60% 
ANGOLA 2762 10985 36730 41281 25 24 1 0.80% 89.20% -28.20% 
TOTAL Countries 352733 1443887 3515538 3069295 0 0 0 100.00% 100.00% -1.40% 
Source: (DTI, 2000) 










Appendices Page 202 
Imports: The largest 25 International Trade Partners of the South African Textile Industry 
Country IMPORT (R 000) Rank Proportion 2000 
Annual 
MAY.OO 2000 ytd 1999 1998 2000 1999 Change %Total Cum. Growth 
CHINA 86747 417249 557790 439599 1 1 0 17.50% 17.50% 79.50% 
TAIWAN 59336 237447 534073 554694 2 3 -1 9.90% 27.40% 6.70% 
KOREA REP. (SOUTH 51441 233786 547598 486659 3 2 1 9.80% 37.20% 2.50% 
KOREA 
U.S_A 39414 137156 275104 237535 4 6 -2 5.70% 42.90% 19.70% 
UNITED KINGDOM I 30790 109704 254202 258185 5 8 -3 4.60% 47.50% 3.60% 
GERMANY 21486 104973 260015 305003 6 7 -1 4.40% 51 .90% -3.10% 
INDIA 21264 104772 280853 350388 7 5 2 4.40% 56.30% -10.50% 
ITALY 19093 90176 205723 257194 8 10 -2 3.80% 60.10% 5.20% 
INDONESIA 23486 88780 211346 181414 9 9 0 3.70% 63.80% 0.80% 
PAKISTAN 22055 81341 93503 71490 10 16 -6 3.40% 67.20% 108.80% 
MALAWI 11994 76139 346397 330683 11 4 7 3.20% 70.40% -47.20% 
HONG-KONG 14684 66464 166024 182371 12 11 1 2.80% 73.20% -3.90% 
ZIMBABWE 12604 59691 164853 257154 13 12 1 2.50% 75.70% -13.10% 
NETHERLANDS 13915 57487 139555 138903 14 13 1 2.40% 78.10% -110% 
If3ELG/uM 16010 55358 107850 125533 15 15 0 2.30% 80.40% 23.20% 
~APAN 14735 52591 110352 115926 16 14 2 2.20% 82.60% 14.40% 
THAILAND 8434 43923 84191 90710 17 17 0 1.80% 84.40% 25.20% 
TURKEY 10405 41205 79041 97960 18 18 0 1.70% 86.20% 25.10% 
FRANCE 6800 29962 74776 84165 19 19 0 1.30% 87.40% -3.80% 
SPAIN 6292 27934 50899 52721 20 22 -2 1.20% 88.60% 31.70% 
MOZAMBIQUE 6012 25978 54256 43319 21 21 0 1.10% 89.70% 14.90% 
PORTUGAL 6719 25105 30644 29315 22 25 -3 1.10% 90.70% 96.60% 
ZAMBIA 3959 21876 68559 81099 23 20 3 0.90% 91.60% -23.40% 
MALAYSIA 2729 15806 28027 23330 24 26 -2 0.70% 92.30% 35.40% 
SWITZERLAND 3383 15582 31056 41103 25 24 1 0.70% 93.00% 20.40% 
TOTAL Countries 557432 2388867 5052677 5206842 0 0 0 100.00% 100.00% 13.50% 
Source: (DTI, 2000) 
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Total Trade: The largest 25 International Trade Partners of the South African Textile Industry 
Country TOTAL TRADE (R 000) Rank Proportion 2000 
Annual 
MAY.OO 2000ytd 1999 1998 2000 1999 Change %Totai Cum. Growth 
CHINA 98397 452369 616873 476653 1 4 -3 11 .80% 11 .80% 76.00% 
U.S.A. 118394 440422 924325 725216 2 1 1 11.50% 23.30% 14.40% 
UNITED KINGDOM 85269 346763 861788 775852 3 2 1 9.00% 32.30% -3.40% 
If<OREA REP. (SOUTH 57641 265261 616314 511696 4 5 -1 6.90% 39.30% 3.30% 
KOREA 
TAIWAN 65107 260035 633496 627282 5 3 2 6.80% 46.00% -1 .50% 
1TALY 50388 231000 511282 516272 6 6 0 6.00% 52.10% 8.40% 
GERMANY 36660 163113 411282 474115 7 7 0 4.30% 56.30% -4.80% 
INDIA 26345 121493 306671 386764 8 9 -1 3.20% 59.50% -4 .90% 
ZIMBABWE 21569 113033 274611 370236 9 10 -1 2.90% 62.40% -1 .20% 
FRANCE 24318 104812 265643 292927 10 11 -1 2.70% 65.20% -5.30% 
INDONESIA 29631 100141 253025 202531 11 12 -1 2.60% 67.80% -500% 
MALAWI 16978 95458 386986 363085 12 8 4 2.50% 70.30% -40.80% 
PAKISTAN 22362 88162 127855 114159 13 18 -5 2.30% 72.60% 65.50% 
JAPAN 19995 81708 176694 178412 14 15 -1 2.10% 74.70% 11 .00% 
HONG-KONG 16853 72859 210877 239629 15 13 2 1.90% 76.60% -17. 10% 
f1ill'IERLANDS - 15951 67894 180080 183700 16 14 2 1.80% 78.40% -9.50% 
BELGIUM 17530 67799 151522 200268 17 17 0 1.80% 80.20% 7.40% 
MOZAMBIQUE 17790 64869 113151 83914 18 20 -2 1.70% 81.90% 37.60% 
ZAMBIA 13424 63162 157655 148427 19 16 3 1.60% 83.50% -3.80% 
MAURITIUS 19513 52728 84759 38715 20 23 -3 1.40% 8490% 49.30% 
TURKEY 11479 47146 91920 111129 21 22 -1 1.20% 86.1 0% 23.10% 
THAILAND 8434 44044 92574 96624 22 21 1 1.10% 87.30% 14.20% 
SPAIN 9756 40439 82346 95277 23 24 -1 1.10% 88.30% 17.90% 
AUSTRALIA 9903 37042 119403 109641 24 19 5 1.00% 89.30% -25.50% 
PORTUGAL 6787 28518 45243 47558 25 30 -5 0.70% 90.00% 51.30% 
TOTAL Countries 910165 3832754 8568215 8276137 0 0 0 100.00% 100.00% 7.40% 
Source: (DTI, 2000) 
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The largest 25 International Trade Partners of the South African Textile 
Industry 
-
TRADE BALANCE (R 000) Rank Proportion 2000 
I Annual 
MAY.OO 2000ytd 1999 1998 2000 1999 Change %Total Cum. Growth 
39566 166110 374118 250147 1 1 0 N/a N/a 6.60% 
23690 127355 353384 259482 2 2 0 N/a N/a -13.50% 
12201 50649 99837 1885 3 4 -1 N/a N/a 21.80% 
10718 44887 116091 124597 4 3 1 N/a N/a -7.20% 
14606 38825 65680 31093 5 5 0 N/a N/a 41 .90% 
5505 19410 20537 -13772 6 13 -7 N/a N/a 126.80% 
5767 1291 2 4638 -2724 7 29 -22 N/a N/a 568.10% 
2800 11430 38203 31126 8 7 1 N/a N/a -28.20% 
-2694 -13379 -21341 -18014 273 257 16 N/a N/a 50.50% 
-2829 -15428 -19453 -10165 273 256 17 N/a N/a 90.30% 
-6651 -21692 -16046 -11072 273 254 19 N/a N/a 224.50% 
-9476 -23474 -44011 -53440 273 258 15 N/a N/a 28.00% 
-9332 -35264 -66163 -84790 273 262 11 N/a N/a 27.90% 
-14490 -42917 -64178 -50798 273 261 12 N/a N/a 60.50% 
-8434 -43801 -75807 -84796 273 263 10 N/a N/a 38.70% 
-6311 -46833 -108748 -135891 273 265 8 N/a N/a 3.40% 
-11879 -47080 -99030 -94105 273 264 9 N/a N/a 14.10% 
-7010 -56821 -305808 -298280 273 269 4 N/a N/a -55.40% 
-12515 -60069 -121170 -125113 273 266 7 N/a N/a 19.00% 
-21748 -74519 -59152 -28821 273 260 13 N/a N/a 202.40% 
-17340 -77418 -169668 -160297 273 267 6 N/a N/a 9.50% 
-16183 -88050 -255036 -314012 273 268 5 N/a N/a -17.10% 
-45240 -202311 -478881 -461623 273 271 2 N/a N/a 1.40% 
-53565 -214858 -434649 -482106 273 270 3 N/a N/a 18.60% 
-75097 -382128 -498706 -402545 273 272 1 N/a N/a 83.90% 
-204699 -944980 -1537139 -2137547 0 0 0 N/a N/a 47.50% 
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Below is a brief overview of the companies listed within the Clothing, Textiles and Footwear (CTF) sector 
of the Johannesburg Stock Exchange, as well as an explanation of the terms and ratios used, Where a 
company is clearly solely involved in thejbo{wear industry, it has been excluded from this section, 
notwithstanding the fact that it falls within the broad definition of this sector both on the JSE as well as 
with the OTt. However, a certain amount of overlap between footwear and clothing and/or textiles may sti II 
occur. As a certain amount of overlap usually occurs between textile and clothing enterprises, both types 
have been included here. 
Market Capitalisation: This is an indication of the size of the company by placing a value on the 
company's issued share capitaL The value is derived by multiplying the number of issued shares by the 
market (traded) price of its shares. 
Turnover: This represents the vallie of annual sales of the company, and gives an indication of its size. 
Pre-Tax Profit: This is an indication of the company's profitability, and it is the accounting net-profit 
before provision is made for tax (including special taxation write-offs which may affect the bottom line). 
Return on Capital Employed: This is a ratio (percentage) of the net profit as a portion of total capital 
invested (capital includes shareholder funds, long term loans etc.). It indicates the relationship between the 
net profit and the funds emp loyed to generate this profit. 
Pre-Tax Profit as a % of Turnover: This ratio is an indicator of the net-profitability of the company, i,e. 
it indicates what percentage of every sales-Rand contributes towards the company's pre-tax profit. 
Debt as a % of Equity: This is an important ratio as it indicates the gearing of the company. The gearing 
refers to the relationship between 3rd party finance (such as loans from financial institutions) and 
shareholders (owners') funds. A high ratio has the potential to impose a much greater burden on the 
company in terms of meeting interest rate payments. On the other hand, a certain amount of leverage may 
in fact increase the potential returns to the company's shareholders, especially if the cost of capital (i ,e. 
interest rate) is lower than the return on investment required by the shareholders. 
Net Asset Value per Share as a Percentage of Market Price: This ratio indicates the relationship 
between value of the company's assets (divided by the number of shares) and the prise each sharc is trading 
at. A value above J 00 indicates that the company's share price is trading at a discount to its underlying 











asset value. while a value below J 00 indicates that the market value per share exceeds the company's 
underlying net asset value per share. It should be noted that a strong driver of under- over overpricing (i.e. 
values above or below 100 in this category) is shareholder and investor expectations: the expectation of 
negative financial performance or difficult trading conditions is likely to increase the discount at which 
shares are trading at relative to the company's underlying net asset worth. 
Brief Analysis of the Publicly Listed Companies 
The following information was gathered using various sources (BFA Net, 2000; The Investor's Group, 
2000; Company Prospectuses), and the period under review is from 1997 to 1999, unless the latest financial 
year-end information (i.e. for 1999) was not readily available at time of writing. 
• AM Moolla Group Ltd 
The group's subsidiaries and divisions manufacture a variety of clothing products, specialising in casual 
wear and sportswear for South Africa's differing income groups. Since the middle of 1997 the company's 
share price has significantly under-performed the sector index. The company listed on the JSE in 1997, and 
is located in the Durban region (Kwazulu I Natal). [turnaround 2000, better results published 03/11/00] 
A M Moolla Group Ltd 1997 
241 
Pr~·Ta.\ Profit (Loss) (RI11) 21.6 
Re!Hrn on Capiwl Employed (OO) N/a 
N/a 
N/a 
• Adonis Knihvear Holdings Ltd 
The company carries on business as manufacturers and distributors of high quality, exclusive mens and 
lad ies kn itwear. During J 999 and 1998 the company's share price sign i ficantly under-performed the sector 
index. The company was founded in 1952. 











Adonis Knitwear Holdings Ltd 1998 1997 
Market Capitaltsation at Year-End (ROll 7J 6.7 
NUlllher of Emplo) ces 
• Burlington Industries Ltd 
While Burlington is a listed company, its shares are largely owned directly and indirectly by its directors 
(92%). The company's nature of business consists of "the manufacture of mens' sh irts, leisurewear and 
knitwear; ladies and girls knitted outerwear; mens' knitted outerwear and casual-wear; ladies sportswear 
and childrens' fashionwear." The company was founded in 1946. 
Burlington Industries Ltd 1999 1998 1997 
• Coastal Group Ltd 
The company's main business is in the "manufacturing of quality polyester fabric and denim fabric and 
garments". and thus falls into CTF sector grouping on the JSE. It was founded in 1946 and listed on the 
JSE in 1987. The company has various subsidiaries which, both locally and abroad, with the main holding 
being in Hammarsdale, Kwazulul Natal. The company's share-price has outperformed the sector index 
since 1997. although it has recently encountered financ ial difficulties resulting in a loss for the last 
financial period. [cash flow difficulties, share trade suspended, up to R I Billion in creditor claims for 
group] 











Coastal Group Ltd 
Number of buplenees 
• Frame Group Ltd 
Frame has a number of divisions and subsidiaries in the textile and clothing industries, amongst whom 
Frame Textiles and ROl11atex. Frame Textiles contributes approximately 65% to the group's turnover. The 
company was founded in 1933 and first listed in 1944 on the JSE, making it one of the oldest 
manufacturers of textiles in South Africa. The company's share price has significantly outperformed the 
sector index. The groups latest results, released in August 2000, showed a very significant increase in net 
profit compared to the previous period. At the same time it was the target of take-over attempts by its 
management on the one side, and the Seal'del Group (same sector) on the other. 
Frame Group Ltd 1999 1998 1997 
Market Caritailsatlnn at Year-End (Rm) 261 477 287 
Turnover (Rill) 1323 1177 
• Glodina Holdings Ltd 
Glodina is involved in the manufacture of "a broad range of towelling products, branded babies' napkins, 
towels and face cloths", and thus falls into the CTF sector. The company's share price has under-perfored 
the index since 1997. It \\as founded in 1986, and is located in the Hammarsdale region in K wazulu I Natal. 
Glodina Holdings Ltd I 1999 1998 1997 
i 
Markel Capitalisation at Year-End (Rill) 10.6 9.3 I 218 
Turnmcr (Rill) 141 127 115 
Pre-Tax Profit (Loss) (Rill) -3.6 -683 4.92 
i 
Rctul on Capnal b )Imed (%) -7 
i 
5 1.3 











Number of Employees 
• Gubb & Inggs Ltd 
The company's nature of business lies in the "scouring, carbonising and combing of wool and mohair for 
trading divisions and on behalf of other clients in the wool and mohair trade". It was founded in 1916, and 
has thus been in operation for almost a century already. The company listed on the JSE in 1964, and its 
share price has in the past few years quite closely followed the sector index. With rising oil prices having a 
significant up\vard price impact on wool's substitute materials (such as polyester, acrylic etc.), it is likely 
that increasing demand for \\/001 and wool-related products and services will bode well for this company. 
Gubb & Inggs Ltd 1999 1998 1997 
fl.1arket Capitalisation at Year-End (Rm) 
Numher of Employees 
• Ninian and Lester Holdings Ltd 
Ninian and Lester manufactures "knitted fabrics for clothings, furnishings and industrial applications as 
well as mens' and boys' under- and outerwear, ladies under- and outerwear, socks for men, women and 
children, and yarns. Well known brand names manufactured by the company include Jockey, Jockey for 
Her. Skants. [Imar. Bioguard, Hilton and Dare to be Different". The company was founded in 1936 and 
listed on the JSE in 1969. Its share price has in the past three years closely followed the sector index, and 
significantly olltperformed it during 1995 and mid-1997. In terms of profitability, the group has remained 
fairly constant over the past 5 years, although the 1998 results were significantly worse than the period 
under review. 











Ninian and Lester Holdings Ltd 
Murket Capitalisation at Year-End (Rm) 
Number or rmplo\ ees 
• Pals Holdings Ltd 
Pals Holdings Ltd's nature of business lies in the "manufacture and supply of mens-wear for national and 
export markets under a variety of labels". The company was founded in 1937 and listed in 1987. It appears 
to have performed satisfactorily during the period under review, with pre-tax profits being (marginally) 
positive. The company's share price has at various time under- and outperformed the sector index - the 
most notable out-performance being in 1997.1n terms of market capital isation and turnover, the group is 
one of the smaller ones listed in this sector on the JSE. 






"larket Capitalisation at Y"m-[nd (RIll) 
i 
.3 5.5 7,2 
I 
Turn(l\cr (Rm) I 46.\ 34.6 70.1 
Pre-I ax I'rolit (10ss) (Rill) I 1.2 0.57 1.33 
Return on Capital [l11r1o\ed (%) ! .,., 0.8 6-3-1.1 




Debt as a % or Equit\ 29 4 I 2.2 
Net Asset Value per Share as a % of Share Market Price 
I 
1554 191 I i 199.2 
Number Df r:l1lplo~"cs 
I I 
• Seardellnvestment Corporation Ltd 
Seardel is largely involved in the apparel i clothing industry, although it also has interests in textile 
manufacturing and accordingly derives a portion of its income from such holdings. The company was 
founded and listed in 1968, and is, in terms of market capitalisation (1999 Rm 110) a significant player in 
the sector. Turnover has increased during the period under review, although pre-tax profitability has 
decreased slightly. The company has to some extent focused 011 the export markets, and has made use of 
various export incentive schemes, including the DCCS (Duty Credit Certificate Scheme). The company's 
share price has closely followed the CTF index, although it outperformed it during 1996 and partly during 
1997. The group was at one stage part of the Frame Group. During the second half of 2000, it was 










attempting to take over the Frame Group (same sector). This would consolidate the operations of the 
largest textile company with those of the largest clothing manufacturer in South Africa. 
Seardel Investment Corporation Ltd 
Number of Employees 
• T olaram 2000 Ltd 
211 
Tolaram 2000 Ltd is an investment company within the eTF sector due to its "holdings of long-term 
investments in industrial textile undertakings". The current directors ofthi5 investment group are all non-
South Africans (mainly from Singapore). and the group was originally founded in 1968 and listed 011 the 
JSE in 1969. Turnover has decreased over the past 5 years, and the company's share price has under-
performed the sector index. The low volume of traded shares and close shareholdings do, however, make a 
comparison \vith the sector index less meaningful. Pre-tax profits have become increasingly negative 
during the period under review. In terms of market capitalisation, the company is insignificant relative to 
other groups I companies in this sector. 
ToJaram 2000 Ltd 
Market CapitalisatIon at Year-End (Rm) 
Return on Capital Employed (°0) 
Pre-Tax Pro!!t as a % of Turtlo\'er 
1999 1998 1997 











Appendix 06: The Revealed Comparative Advantage (RCA) in Trade Definition and Formulas 
'Comparative Advantage' (CA) is a term lIsed in economic models that seeks to explain the trade tlows 
between 2 or more different regions or countries. It provides an indication of the direction of net trade 
flows (as a \\ hole, or per produet category), as well as offering insight into the magnitude of the 
composition of sllch trade. In economic terms, this model shows how 2 or more countries that are able to 
produce a variety of products at different costs will be better off if they engage in trade, than they would 
have been under 'autarky' (a situation of no trade) (Lipsey et al; 1990). CA is a relative concept that is not 
distor1ed by absolute values, and thus allows one to make deductions about trade patterns by it providing 
insight into directional changes of net trade. This makes the C A concept a valuable tool for pol icy makers 
and the textile industry. 
The two possible formulas for calculating comparative advantage are tbe 'Balassa' formula and the 'OWIl-
trade' formula (Valentine, 1998). 
The resultant values generated by these formulas are commonly referred to as RCA (revealed comparative 
advantage). Apply'ing the Balassa formula, "if the share of a country's exports to total trade in that 
commodity were higher than the share of its total exports in world trade, the exporter had a comparative 
advantage in the export of that commodity". The presence ofCA would, in this case, generate a quotient of 
> I. with 1 being the cut-off point (i.e. no CA). A quotient of between 0 and 1 would indicate the absence of 
comparative advantage. 




where: n = number of products, 
m = number of impOl1ers, 
XlJk exports of country i to country j of commodity k 
~-.... ---~--- ----~---.-------------











The 'Own-Trade' formula is slightly different from the Balassa formula above, but nevertheless has been 
sho\\ n to have a strong positive correlation vvith it (Valentine, 1998). Due to the significantly reduced trade 
data requirements when applying the 'Own-Trade' formula, the RCA quotients in this report where 
generated using that formu la. As with all statistical analyses, especially of this nature, the results should 
only be used as indicators and not unduly relied upon. 
To generate the RCA quotient using the 'own-trade' formula, the proportion of the difference between 
exports and imports is related to the sum of exports and imports. In other words, the net exports are divided 
by the total trade. By definition, the range of RCA quotients would in this instance always lie between I 
and + 1, as the difference between exports and imports has to be smaller than its sum. A positive value (i.e. 
0< RCA <1) would indicate the host country's comparative advantage in the trade of a certain good I 
commodity, whereas a RCA value less than 0 (i.e. 0> RCA> -1) would indicate that no comparative 
advantage exists. Naturally, where the (export and import) base values that are used refer to total industry 
expol1s, the RCA would in turn reflect on the industry as a whole. Small-scale deviations may occur 
amongst individual product categories. The formula can equally be applied to certain product categories 
only, resulting in a RCA quotient that refers only to such products. 
Revealed Comparative Advantage: The 'Own-Trade' formula 
where x = exports of commodity k. 
M imports of commodity k. 
and for the purposes of th is research, k referring to textile 
products 
------------~.--.~--.---------.----











Appendix 07: Overview of Life-Cvcle Analvsis (LCA) 
According to the International Organisation for Standardisation, (ISO, 1995), which develops international 
product process and methodological standards, a Life Cycle Assessment (LCA) is a "systematic tool of 
assessing the environmental impacts associated vvith a product or service to: build an inventory of those 
inputs and outputs. and identify the most significant aspects of the system relative to the objective of the 
study. LCA considers the environmental impact along the continuum of a product's life (i.e. cradle to 
grave) from raw materials acquisition to production. use and disposal. The general categories of 
environmental impacts to consider include resource depletion. human health, and ecological 
consequences", 
Generically, the life cycle of a product from raw material extraction to final disposal can be illustrated as 



















Generic Representation of a Product's Life Cycle 
As discLissed earlier in the report, many eco-labels. particularly those applicable to the textile industry, are 
based on a life-cycle approach. The ecological criteria are developed and drawn up after analysing the 
various stages of a products life cycle, and identifying the ecological issues involved in the various mining, 
raw material extraction. manufacturing, re-use and disposal stages. Not all eco-Iabels have criteria based on 
the entire lite cycle of the product, rather, many focLls on only part of the product's life cycle and thus make 
use of partial LCA. 
~--.... --.--~~- ... --.--.---- ---------_ .._--











The LC A methodology is not without controversy: where ecological criteria have been drawn lip based on 
a 'location-based LeA' (i.e. based upon the environmental concerns of a particular country or region such 
as Europe). and 'Nhere these criteria were perhaps identified in a not entirely transparent form (or in the 
absence of representatives of th ird party and developing countries and industries). accusations have been 
made (especially by developing countries) that the LCA has led to trade protectionism. The environmental 
concerns of highly developed and developing countries often differ significantly, and mean that certain 
developed country ecological criteria are not applicable to developing countries. A LeA based entirely on a 
certain set of ecological criteria of a particular geographic region may thus discriminate against 
manufacturers of other regions, and consequently be construed as being a technical trade barrier (TTB). 
Much work is being done currently, including efforts by the ISO. to streamline the application of LCA and 
drawing up of ecological criteria. This is to ensure that LeA does not lose credibility as being a 
protectionist trade barrier by the developed world to restrict market access from the developing vvorld. This 
is important in relation to eco-Iabelling, as the ecological criteria of most eco-Iabels applicable to the textile 
industry are based on a LeA approach. 











Appendix 08: Ecological Criteria of the Oko-Tex Eco-Label for Textile Products 
ECOLOGICAL CRITERIA of the Eco-Label for Textile Products 
Specific Oko-Tex Oko-Tex 103 !Oko-Tex 103 IOko-Tex 106 IOko-Tex ()ko-Tex 
, 
Standard: \ 109, 110 111,112 
i 
Description Direct Skin Without skin IB'bY ClotMng Textile UPHOLSTER 
Contact contact Furnishing Y FABRICS, 
BLANKETS, 1 Fabrics and CUSHIONS 





Certain azo-dyes Prohibited Prohibited Iprohibited Prohibited Prohibited 
Fonnaldehyde 75 pplll 300 pplll ,75 ppm )00 pplll 75/120 pplll 
~ ... 
Pentachlorophenol 1°.05 ppm 0.5 ppm 0.05 ppm 0.5 ppm 0.5/0.05 pplll 




/prohibited "--r Other Compounds prohibited prohibited Iprohibited prohibited 
IChlOrOgeniC ,chlorogenic 
I 
chlorogenic :chlorogenic chlorogenic 
Icarriers [carriers 
1 
carriers Icarriers carriers 
... ~ 
Qual ity or process Yes Yes [Yes IYes Yes 
1 
I demands l l c----.. --.. ... __ ... __ ... -





Lead 1.0 11.0 iO.2 ppm 1.0 pplll J .0/ 0.2 ppm 
Cadmium \.0 ppm 11.0 ppm '0.1 ppm 
I 
0.1 ppm 0.1 ppm 
Chromium Icr VI prohib., ICr VI prohib., jCr VI prohib., Cr VI prohib. Cr VI prohib., 
,Cr 2.0 ppm ,Cr 2.0 ppm Cr 1.0 pplll " Cr 2.0 pplll Cr 2.01 1.0 
j ppm 
Mercury 10.02 ppm 0.02 ppm 0.02 ppm 0.02 ppm 0.02 ppm 
1 
~ickel 14 ppm 14 ppm .1 ppm 14 ppm 4/1 ppm 
Copper i 50 ppm i 50 ppm "'--125 ppm 150 ppm 50/25 ppm 
Cobalt 4 ppm 14 ppm I I mg/kg 14 ppm 411 ppm 
Zinc I- I- I !. -
ppm = parts per million 
-------_ ... _------...,..-----------------------











Appendix 09: Ecological Criteria of the EU Eco-Label for Textile Products 
ECOLOGICAL CRITERIA of the EU Eco-Label I< In .. ,,,,,., for TextHe Products 
Below is a list of the ecological criteria that have to be met in order to obtain an EU eco-Iabel (European 
Union, 1999). 
Life CYcle Analvsis: Fibres 
of toxic residues in fibres 
Acrylic: Acrylonitrile < 1.5 mg/kg. 
Cotton: residues of certain pesticides < 0.05 ppm. 
Elastane: Zn < 1 000 ppm. 
Greasy wool and other keratin l~bres: limitations of certain pesticides. 
Man-made cellulose: AOX < 250 ppm. 
Polyester: Antinomy < 300 ppm. 
Polypropylene: no lead based pigments. 
Reduction of air pollution during fibre process 
• Acrylic: acrylonitrile < 1 g/kg. 
• Elastane: aromatic diisocyanates < 5 mg/kg. 
• Man-made cellulose: S < 160 g/kg (filament) and 30 g/kg (staple). 
• Polyamide: N 2 0 < 1 g/kg. 
• Polyester: VOCs < 1.2 g/kg. 
Reduction of 'water pollution during fibre process 
• Flax and other bast fibres: COD/TOC from water retting reduced by at least 75% (hemp) and 95% 
(linen. other), 
• Viscose: Zn < I gikg. 
• Cupro: Cu < 0.1 ppm, 
• Greasy wool and other keratin fibres: COD < 60 g/kg. 75% reduction of COD, off-site treatment. 
AOX: chlorinated compounds. 
COD: Chemical Oxygen Demand. 
VOC: Volatile Organic Compounds, 
Life Cycle Analvsis: Production, Use and End of Life 







90% of carding and spinning oil waxes and finishes and 95% of seizing detergents. fabrics softeners 
shall be sufficiently biodegradable or eliminable. 
Aromatic compounds in mineral oils used for carding and spinning < I ppm. 
No tetra and pentachloro-phenol, cerium compounds, halogenated carriers. 
No heavy metals and formaldehyde in stripping and depigmentation. 
No APEOs, DTDMAC, DSDMAC, DHTDMAC, EDT A in detergents, fabric softeners and complexing 

























AOX em issions from bleach ing agents < 40 mg Cllkg (100 mg in certain cases). 
Level of impurities in dyes (in ppm): 
As < 50. Cd < 20. Cr < 100. Cu < 250. Hg < 4. N i < 200. Pb < 100. Sb < 50. Sn < 250. Zn < 1500. 
Level of impurities in pigments (in ppm): 
As < 50. Cd < 50. Cr < 100. Hg < 25. Pb < 100. Sb < 250. Zn < 1000. 
218 
Chrome mordant dyeing only for wools and other keratin fibres. Potassiumdichromate 1.8 %, sodium 
dichromate < 1.5% for blacks, max. I % for other shades, Cr III < 5 mg/I, Cr VI < 0.5 mg/1. from 
chroming bath. 
Discharge to the water of metal comp lex dyes based on Cu. Cr or N i: max. 7% (if constitutes more than 
20%). After treatment: Cu < 75 mg/kg (staple, yarn, fabric). Cr < 50 mg/kg, Ni < 75 mg/kg. 
No azo dyes that cleave to a list of aromatic amines. 
No dyes classified as carcinogenic, mutagenic, toxic for reproduction according to Dir. 67/548/EEC. 
No potentially sensitising dyes iffastness to perspiration> 4. 
Printing pastes < 5% VOCs. No plastisol based printing. 
Formaldehyde < 30 ppm for infant products, 75 ppm for products in direct contact with the skin, 300 
ppm for others. 
COD from wet-processing < 25 g/kg. If on-site treatment. 6 < pH < 9 and temperature < 40°C. 
No flame retardants classified as carcinogenic, mutagenic, toxic for reproduction and dangerous for the 
environment according to Directive 67/548/EEC. 
Shrink resistant finishes only allowed for wool slivers. 
Performance and Durabilih Criteria 
The following tests shall be carried out either on dyed yarn, final fabrics or final product: 
• Dimensional changes during washing and drying: 6% for knitted products, 8% for terry towelling, 4% 
for other woven products. 
~olour fastness to~~ation (acid, alkaline), washing, w~rubb~1E' dry~~~bbing, I igl1!l see_ criteriaL~ 










Appendix 10: Example of SANAS Accreditation Certificate 
THE SOUTH AFRICAN NATIONAL ACCREDITATION SYSTEM 
CERTIFICATE OF ACCREDITATION 
This is to certify that 
THE SOUTH AFRICAN BUREAU 
OF STANDARDS (SABS) 
CERTIFICATION BODY NUMBER C 03 
has been accredited by the South African National Accreditation System 
to undertake certification of Environmental Management Systems to the 
requirements of SABS ISO 14001 
as per schedule and 
COMPLIES WITH ISO/IEC GUIDE 62: 1996 
While this certificate remains valid. 
the SABS is authorised to issue SANAS endorsed certificates 
Date of Accreditation: January 1999 
Certificate valid until: January 2002 
Signed: 
Executive Officer: SANAS 
_ .. __ .. - ... _-... _-----












SCHEDULE OF ACCREDITATION 
CERTIFICATION BODY NUMBER: C 03 
Address 
South African Bureau of Standards Mr E Julies Signatory 
Private Bag X J 91 
PRETORIA 
0001 
Tel (012) 428-6J69 Issue No: I 
Fax (012) 344-1568 Date : January 1999 
SCOPE 
The South African Bureau of Standards complies with the accreditation criteria for certification 
bodies for environmental management system certification as laid down in ISO/IEC Guide 62. 




Basic metals and fabricated metal products 
Chemicals, chemical products and fibres 
Concrete, cement, lime plaster etc 
Construction 
Education 
Electrical and optical equipment 
Electricity supply 
Engineering services 
Financial intermediation: real estate, renting 
Food products, beverages and tobacco 
Gas supply 
Health and social work 
Hotel and restaurants 
Information technology 
Leather and leather products 
Manufacture of coke and refined petroleum products 
Original date of issue: January 1999 
Machinery and equipment 
Mining and quarrying 
Non-metallic mineral products 
Nuclear fuel 
Other services 




Pulp, paper and paper products 
Recycling 
Rubber and plastic products 
Textiles and textile products 
Transport, storage and communication 
Water supply 
Wood and wood products 
Page I of I 
ISSUED BY THE SOUTH AFRICAN NATIONAL ACCREDITATION SYSTEM 
Executive Officer: SANAS 
Page 220 
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Appendix 11: Survey conducted in the South African Textile Industry, and Results 
Below is the survey that was conducted amongst companies in the South African textile industry. It was 
drawn up to gauge the opinion of textile industry role players, on the manufacturing side, on a number of 
important issues facing the South African textile industry today. It seeks to gather information on attitudes 
towards a variety of issues, from general trade related issues to environmental concerns and awareness. 
The experIence amongst a number of persons and organisations actively conducting research in the 
domestic textile industry has shown that it is generally very difficult to penetrate textile companies, let 
alone obtain a satisfactory response to surveys. It is not entirely clear whether this apparent "apathy" is a 





A direct consequence of general suspicion about divulging (sensitive?) company information and / or 
oplllIOn; 
The general state of the industry; 
A strong degree of secrecy for fear of revealing trade patterns and losing a perceived competitive 
advantage; 
A simple lack of awareness that surveys are likely to be of benefit to the industry (and by extension the 
individual company); 
• The time factor (in this case little more than 10 minutes) 
• The absence of official endorsement and sanction of the survey. 
It was attempted to obtain the support the South African Textile Federation (Texfed) in the form of a short 
covering letter, endorsing the survey. This would have helped in increasing the response rate, and lent a 
greater amount of perceived importance to the survey. Texfed declined the request, citing the fact that 
"there are too many surveys for which we provide information and if we 'support' one, we wi II have to 
support them all" (Claassens, 200 I). 
The address database for the survey was drawn up usmg the Texfed "1999/2000 Index of Textile 
Federation Members" (Textile Federation, 2000c), official Yellow Pages telephone directories and other 
known textile companies. The total sample size was 97 respondents, of which the response rate was 21 
(=21.6%). While this amounts to a low response rate, the possible reasons provided above should be taken 
into account. The survey was sent to the textile companies by ordinary mail, while most responses were 
received back by fax . 
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Not all questions were answered by all respondents. From the responses received, it would generally appear 
that fewer companies answered those questions that were perhaps deemed to be "too sensitive", or where 
they may have felt that a particular issue "did not apply to them". It would also appear that the first 
questions achieved a greater 'response rate' than the last few. 
The questions of the survey, and results thereof, can be found below. After each question the following 
information is provided: number of respondents to that particular question, the number and percentage 
attributable to each possible answer. In some cases mUltiple answers were possible, leading to a situation 
where the percentage totals add up to greater than J 00%. Percentages have been rounded to the nearest full 
number, opening up the possibility of insignificant rounding errors. 
The survey was conducted under the following sub-headings: 
1. General/Textile Trade 
2. Domestic Legislative Environment 
3. Co-operation in the Textile-Clothing Pipeline 
4. Labour Issues 
5. Regional and International Trade Agreements 
6. Input Costs 
7. ISO Certification and Eco-LabeUing 
8. Environmental Issues 
9. Company Profile 
10. Conclusion 
The survey and detailed bread-down of answers appears on the following pages: 
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Textile Industry Survey 
Please fill in your answers by marking the relevant box with a cross X 
11. General/Textile Trade 
1.1 
!--Ho~-ha~e-tr;j-diiig-c-oilditio-ri-s-cila~ge(j"o~ei-~-ri;e--piist-Ti-mo~ths?----------------------------------------------------------- -- ---------------- .------------j 
j Local: 0 Easier 0 Unchanged or N/A 0 More difficult j 
i Regional: 0 Easier 0 Unchanged or N/A 0 More difficult ! 
L!!~_~~E!!~!i!?_~~_I _________ g __ ~~~j_~!: _______________ g __ '=!~5:b~!~g~~_!?!:_~~~ _________ g __ ~~!:~ __ ~}Xfl_~~_I_! __________________________________________________________ ____ J 
Number of responses: 21 
Local 1 [5%] 4 [19%] 16 [76%] 
Number of responses: 20 
Regional 2 [10%] 10 [50%] 8 [40%] 
Number of responses: 18 
Intemational 2 [11%] 15 [83%] I [6%] 
1.2 
iT.l--w-Ii-ic-Ii--;j-.:eas-oTirade-does-youi---co-m-P;j-ri-Y--a-c-ti-i-e~-e-sign-ffjcanTsaYes?----------------------------------------------------------------------------------1 
j 0 Local 0 Regional 0 International ! 1.-____ - ---------------------------------------------- __ • _____________________________________ _____________________________ ___________________ ____ ._. ___________________________ ___________ . ________________ • 









iWhich-areas-oftTade-ila~e--fncrease(fs;giiTficaiiiiy-o~ej---rhe--P;j-st--iTmonths-?------------------ --------- ---------------------------------------i 
Lg __ ~~~~_L _______________ g __ '3:~g!!?!~~~ ___________ g__'_~!~E~~!j_?_·~_~_~ ___ _____ ___ _______ 9}'!!?_~_~ ____ __ ________ __ ___ ___ __ _______________________________________________________ j 












i 0 Local 0 Regional 0 International 0 None i ___ __ _______ __ ________ ___ __ _____ _ __ _____ .'!.o::. ________ ____ ______ • __ _____ _ _ __ _______ ____ ____ _ _ __ ____ _ • __ __ ________ __ _____ _ _ _ • _______________ _ _______ _ • ____________________________________________________ J 
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1.5 
!--Whe~-e-d-o-yo~--t~~esee-the-greates-t-ti·-ade-op-p-o~t~nTiies-fo~-yo~-r-c-omp~ny-o~er-t-h-e--n-ex·t--t~~~-yea-rs-?------------------------------------l 
1 __ g __ ~~~~_~. ______________ g_~~g1~~!!~ _________ g~}_~~!~~!~!!!j_?_':1_~) ___________________ ._. __________________________________________________________ . ___ . _______ . _________________ .l 










! 0 Yes 0 No 0 In-between ! 1 ______ -----_._--------------------------------------- __________________________________ . ____________________________________________________ . ____________________ ----------------------------.-------------1 










i __ g __ y_~:>. ___________________ g_!:'!g _________________________________________________________ . __________________________________________________________________________________ . _________ . ______ ..! 








! 0 South Africa! Local 0 Sub-Saharan Africa! SADC 0 Far East (e .g. China, Indonesia etc.) ! 
Lg __ ~_~ ____________________________________ g __ ~~~gI)_~ ______________________________________________________________________ . _______________________________________________________ . ________ .1 
Number of responses: 21 
South Africa! Local 5 [24%] 
Sub-Saharan Africa / SADC I [5%] 
Far East 15 [71%] 
US 0 [0%] 
Europe 0 [0%] 
1.9 
i-How-~~o~i~T-yoli-descr-i-be--mos-i-ofyo~-r-~lir;:e-n-t-i,-~od~ct--range--;;.;-term-s-of-~ait;e--ad-(ied-:----------------------.---------------------------------) 
I specification and target market? I 
! 0 Lower end of market (e.g. T-shirt material etc., lower value added, highly price sensitive environment) I 
! 0 Middle! in-between ! 
l.g_~PE~E_~_~~_~fD!_~E~~_!.(:::g:--t-~5:!~~}-~!!!-~-~-~-t-~~~_~! __ ~}_&~ __ ~~_~~~ __ ~_~_~~_~_!_~!g~_PE<?_~~~!_~!Kf~~~!~!L~~}.<?_~2 __________________________________________ j 








I 2. Domestic Legislative Environment 
2.1 
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iTs-th-e-s-ouiii-Afrfca-li--~~;~-f~~t-;iri~g-se~-ior-a~d-t-ra-d-e--fe-gi-sYat-fo~-c-o~ducf~e-to-texlTfe--i11dus-try-gro~th-(e:g:-tax--------------i 
! incentives etc.) ? i 
! 0 Yes 0 No 0 Uncertain i 
'---~----------- -- ----------------------- - --------- - ----------------------- ----- -------------------------------. _ -----------------------------_.----------_.------------------------------- -- ----------- - , 










i __ g __ Y.:_~~ ___________________ g_~5? _____________________ g_.l:-!_~_~~:.t_~}_~ ____________________________________________________________________________________________________________________ ..l 

















I 3. Co-operation in the Textile-Clothing Pipeline 
3_1 
-.----------------------------------------------------_.------------------------------_.-------------------.------------------------------------------------------------------------------------i Do you co-operate actively with your competitors? 0 Yes 0 No ! 
! __ ~~:~_~~_~~~_::~~:~~ __ ~_~_ ~~:~_~_:~:~_~~~_~~::~ _________ ~_~~_~~~ ________________ ~ __ ~_:~_~~_~_~_~~~:~_~ __ ~ __ I_~_~~~=~_~~~:_:::~:~:: ____ ~ __ ~~_~_~~~ __ .i 






Nature of Co-operation (if YES above) - including multiple answers 
Number of responses: 5 
Trade 3 [60%] 
Social Contact I [20%] 
Information Exchange I [20%] 
Other 0 [0%] 
3.2 
i--Do-yo-~-co-~operaie-act;v~iy-~v;th--you;-suppi;ers?-------------------------tYYes-------------------ei"No------------------------------------------------- - ----1 
i What is the nature of this co-operation? 0 Trade 0 Social contact 0 Information exchange 0 Other: i 
L _______________________________________________ . _______ .. _____ . _________ . __ . ___ .. __________________ . __________________ • _______________________________________________________________________________ .1 
Number of responses: 19 
Yes 19 [100%] 
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No 0[0%] 
Nature of Co-operation (if YES above) - including multiple answers 
Number of responses: 19 
Trade 19 [100%] 
Social Contact 5 [26%] 
Information Exchange 15 [79%] 
Other 2 [11%] Workshops(l); Trade shows (2) 
3.3 
l··D;;·)r;;·u··~o·:ope~aie·actj~ei)~·~~~it·Jl·y·ol~·ciie;1is? ............................. ti .. yes .... · .......... ····ti·No·············································· ........ j 
! What is the nature of this co-operation? 0 Trade 0 Social contact 0 Information exchange 0 Other: j 
L ______________________________________________________ . _____________________ . ________ . _____________________________________________________ . _________________________ ._______________ _ _____________ .l 






Nature of Co-operation (if YES above) - including multiple answers 
Number of responses: 19 
Trade 19 [100%] 
Social Contact 7 [37%] 
lnformation Exchange 16 [84%] 
Other 0 [0%] 
I 4. Labour Issues 
4.1 
i··Ho~~·do·y·oll··~ie~~;·tiie·~oie·t·hat··ihe··Sol;iil-·At~;ca~·CioihT~g··ancrTe~ii·ie··U;lTo~··(s·A·CTwlj)·;s·piay;ng-·i~··iiie·SOL;ih···········! 
! .. ~!t!~~~.~~~~!!~.l.~.~.l}.~!!X?.~!~~~.~ .. ~~p}.~}.~ .. ~~!~flx: ........................................................................................................................ i 
Responses: 
4.2 
"Non-cooperative; has improved in previous 2 years; destructive; mischievous; 
increased maturity as is grasping some of the vital issues" 
["~~~~~~::~~:~~:~~:~::~~::~:~:~:~~~~;~:~:~~~~:::::::;::~:~:~;~;;~::::::::::::::::::::.:::::.:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::] 









r·~jo~·is·;;ol;~·~·~mpa~·y;s·~;ork;~g·;eiaiio~sh;p·~~;iih··S"A"CTWU?·········································· .................................................... [ 
i 0 Constructive / Good 0 Average / Neutral 0 Un-constructive / problematic ! , ____________________________ _ ______ __ _______________________________ • __________________________________________ __ _____________________ • _______________ • ____ ._. __ ___ ____________ • ___ -------------_____ -1 
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I 5. Regional and International Trade Agreements 
5.1 
i--Whai-i-~p-act--d-o-yo~i-ihjnk-t-h-e-foiio~~Tn-g-FTA-s-(-Free-Trade-A-greerile~ts-j-~ijfh-a-~-e-o-n--the-South-X~fcail-textiTe---------------l 
1 industry? 1 
1 __ ~_~_Q_~ __ XI~ _______________________ g_£,_~~}_~~~~ ____________ g_.t_!~g~!L':_~ ___________ 9 __ ld!~_~~!!~}}]. _________ ~~_~_~!?D ___________________________________________________ 1 
L~!!!!?J?_~~_~ __ !!_~!!?_~ ___ !'.'!~ _____ g __ ~_~~}_~~~~ _____________ g_.t_!~g~!i_,:~ ___________ 9 __ ld_~_~~!~~~_~ __________ ~~_~_~!?D __________________________________________________ oj 
1 Africa Growth and Opportunity Act (AGOA) ! 
i _______________________________________________ g __ ~~~.i.~~~~ ____________ g_.t_!~g~!J.~_~ ___________ 9 __ ld_~_~~~_~~~ __________ ~~~_~!?_~___________________ _ __________________________ ...l 
SADC FTA 




European Union FTA 












U.S. African Growth and Opportunity Act (AGOA) 
Number of responses: 17 
Positive 12 [63%] 
Negative 2 [II %] 
Uncertain 5 [26%] 
5.2 
r-whi~h-ofthese-~gre-enlents-is-ijkeiy-to--h-ii~e-th-e--greatest-pos-fti~e--inlp-act-o-n-yo~r-c-o~panY?-------------------------'--------------------1 
! __ g __ ~_~.Q_g __ ~I~ _____________________ g __ ~~ __ ~I~ __________ g_-'~ft:!~~.Q:!?_~~~ __ ~_~_~_g_p.p.?!!~_~_~!~_A~!J~9.Q~L ________________________________________ .1 
Number of responses: 








i __ !?r!~~ __ ~_~?.~~:~~~!i.<?_~_~_~ __ t_~~~~_~g~~~!!~~!~!~:_A~~_~~!:: _________________________________________________________________________________________________________________ ! 
Responses: 
6. Input Costs 
6.1 
"contact local chamber of commerce to refer to potential c1ientsj internet researchj 
contacting DTlj visiting the US to meet with potential clients; talk to Wesgro; contact 
with SATIEC" 
r---------------------------------------------------------------------------------------------------- ---------------------------------------------------------------------------------------------------, 
i Which input costs (e.g. water, electricity, raw materials, finance charges, labour costs) have increased significantly ! 
i (in Rand terms) over the past 12 months? Answer: ! L _______ ______ ___________ ___________________________________________________________________________________________________________________________________ • _______________________________ · ____________ 1 
Responses: "interest costs, labour costs (incl- due to absenteeism); electricity; raw materials (esp. 
wool" 
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6.2 
r\vhi~i;-oTih~·foYfo~~;fng-a~e-sfgnit1-c-ant--i-npl;t-c~sts-~i-~i-yo~i·-~omp-an),-;s-t-ex-iii~-a-nX~eiaied-p;od~cijon-p-roce-ss~s?----·--------·-! 
L9 __ ~~!~~ ________________ 9 __ l?l~~_~~!_~j~~ _____________ _____ . ____________________ . ____________________________________________________________________ ___________________________________ ..1 
Number of responses: 
Water 
Electricity 
15 (multiple answers possible) 
4 [27%] 
12 [80%] 
7. ISO Certification and Eco-Labelling 
7.1 
i-Has--yo~r-~om-p-any-o-b-taii;~(i"is-6-C;iOOO-(q~;aT~y)"~ertTfi~atjon--o-r-is-c-onsi-(ieri~-g_obt"a-(I~Tng-ii?-----------------------------------------------1 
1 0 Yes 0 Seriously considering it 0 Not considering it at present i 
u~~_~_~~~_~_f<?_~L~g~!~~_!_~~!~!~!_~_g __ ~~!~!~_~~!!_<?DJ~:g:_fl_~_~_~_~_~~}J~~_~L~_~!!ry1_~~~~~_!~2 ___________________ ________ . _____________________________________ ..l 
Number of responses: 
Yes 
Considering it 
No considering at present 
16 
2 [J 3%] 
2[13%] 
12 [75%] 
Reasons "not financially feasible; no dedicated personnel available; not demanded by market" 
7.2 
i--Has--),-o~-conipaiiy--~-b-t;;ined-is-6-j-4-000-(-e-n-~Tr~nmenial)-c-e-rtjffc-at-ion-~~--i-s-~onside~-(n_g-obtaining-Ti?---------------------------------l 
! 0 Yes 0 Seriously considering it 0 Not considering it at present j 
! __ ~~~_~9~~_f.<?_IJ~g~!~?_!_~~!~!~i!~_g __ ~_~~!!0_~~!!_<?_1:t._(~:!:L!]_I:_~_~_~.i_~}J~~_~iE}_!!ry,_~~!~~!]_~~2 __________________________________________________________________ .1 
Number of responses: 12 
Yes 0 [0%] 
Considering it 2 [17%] 
Not considering at present 10 [83%] 
Reasons 
7.3 




! Has your company obtained any other recognised certification for some or all of its textile products? 
! __ 9 __ Y~~ ________ ___________ 9_~_<? _____________________ 9_P_!~_~_~~_!!_~!:____________________________________________ _ _____________________________________________ __ _____________ . _____ ..i 







"Oko-Tex (1); SABS marks (6) 
7.4 
r-Are-yo-~--;i~ar-e--oi"ihe-exisi~n~e--ofe~~i-~o-;imentaTiabeis-T~c-o~iabeis-in-ihe-iextiT~-ind~stry;T--------------------------------------------1 
! 0 Yes 0 No 0 Please list: ! 1 _ ___ ___________________ .___ __ __ __ __ _ _______________________ _ _____________ ___________________ ___________________________________ _ _____________ _ ________________ . _____________________________ . __________ J 
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Responses "Oko-Tex (4), EV flower (4)" 
7.5 
i--H-a-;e-iocai-o;:-inte~~ai-fo~-aTc-fieii-is--o(yo~;:-c-o-'-;{i;a-~-);-~eque~ie-~ryo~~-com-i;a~iy--io-c-onfo~m--~~;th-any-eco~l-ab-eTf(ng--" ""'----l 
! specifications? 1 
! 0 Yes -? 0 Local and / or 0 International i 
[ ..g_~.<? ... ____ ....... ___ .......... __ .................. _ ......... ___ ....... ___ ._ ..... _. __ ......... ___ .. _ ....... ___ ...................... __ ........... _ ......... __ --_ ........ _-_ ......... _ ........... 1 





2 [13%]- (international only) 
14 [88%] 
i··i5oe~·yo~~·co~i-i;a·ii·y··u·se·(o·~·js·piannj~ito··u·sey·eco:iabeiijng·as·~;·iooi-io··i·llc~ease·saTe·s?--· · ................ -......... -.-......... --......... [ 
l.g .. ~~~ ........... _ ............ ___ ...... gX!~.~~!!!g.~.~~~~!~~~j.':I.8 .. ~Q.~~.~ .. ~~ .. ~.~g.':!.!g.EI:.~.~.~~~.~~~~ ............ g}~g ............................ _ ....... -.-l 
Number of responses: 
Yes 







U(pianjng7-cor;s1(i";:fng~~vhjch·ecO~I·abeiWng·~iieme·a~e·yo·u··p·ianning·io-Tii·t~oduce·io-y·o·~·r·company?····· ......................... J 
i.xl.~.~~~.!!~~: ..... _ .............................. _ ..... g .. l2.~.~~!~~~.i_~ ...... _. __ ._ ........ _____ ....... __ ........ _ ..... __ .......... _ ............................................... _ ......... 1 
Number of responses: 3 
Responses: "EV label (3); Oko-Tex (J)" 
7.8 
j··iTpianlngTco·~·si(i"e~ing:·are·)~ou·expectTiii·the··be-~·aits-from·ec·o-~iabeiii~i"ihIouih·g·reaie·r·ioca-lo·r·expo·rt~iiiarkei········--j 
j penetration? ! 
! .. g .. '=:Q~~!.~~~~~!~ ... _._ .......... _g .. ~~p.~!.t .. ~~~·~~!~.(pJ_~~~~_!!~.!L _______ g..I~~!.~ .. ___ ._ .. _ ...... _ ......... _ .._ ........ ____ .._ ...... ___ . __ ...... _ ..___ ......... ...1 









"European markets (3)" 
8. Environmental Issues 
Number of responses: 19 




















! 0 Yes 0 No 0 Uncertain ! 
'. ___ . __________________________ .• . _________________ _ _ • · ________ e ___________________________________________ --------------- - ---- - ------------------.----------------.----- --------.-------------.---------------










! 0 Yes 0 No 0 Uncertain ! • ___________________ . ____ , __________________ . ________ _ ________________________________________ ._ ._ .• . ____________ ._. ____ • _________________________________________ ------_.-----------------------------_. ___ _ 1 










! 0 Municipality / metropolitan council 0 Provincial Government 0 National Government 0 Suppliers 1 
L_9.~~g!~~~!_! __ tJ_~!_~~~~_\_~~\!~~!~ __________ .gJ~!~~~~!L<?_~_~.1 __ <;:;}}_~_t]_!~ ___ . ___ g_~~~_!~ __ ~}_'.1_!~!~~.!!~~_~!~~~ ____ .. ______ 9S~!~~~!!~~!~_._ .. __ ..i 
Number of responses: 
Municipality 
International Clients 
Waste Min. Clubs 
Consultants 







i __ 9 __ Y._~~ ___________________ g_J:'!'~ __ . ______ . ___________ g_~_fl_~~!!~}_'.1 _________ . ______ . ___________________ . _______ . ______ .. ______ . ____________ . ______ .. __________________ . ________ . _____ ._..l 










! 0 Local End-consumers 0 International End-consumers 0 !Local Retailers 0 International Retailers / ! 
L_~!~!!~.iD-g-_!~~:. ___________________ . ____________ .. ___________________________ . _______ . _____ . _____________ . ______ . ______ . ___________________ . ______ . ______ . ____________ . __________________ ..l 
Number of responses: 
Int. Retailers / Clothing Industry 1 [100%] 
9. Company Profile 
9.1 
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rTll--~vhTc-h--~eg;o;;-Ts-)~our-c-ompa~ly-jo~aied?----------------------------------------------------------------------------------------------------------------------------j 
j 0 Western Cape 0 KZ-Natal 0 Gauteng 0 MpumaJanga 0 Northern Province ! 
i __ g_~~_r:!~~~_~ __ ~~R~ ________________ g_E:~~!_~!:~_~_~p_~ ____ g_~g_~~~~_~~~~ __________________________________________________________________________________________________ J 












! 0 Micro « 10) 0 Small «50) 0 Medium «250) 0 Laroe (>250) ! ._-----------------------------------------------------------------------------_._------------------------------.. -.--~--------------------------------------------------------------------------------_. 













i Please list: (I) (2) (3) (4) (5) i 1. _______________________________________________________________________________________________________ • ___________________________________________ • ___________________________________________________ , 
Responses: " cheap imports; illegal imports; restrictive labour laws; crime; distance from 
international markets; lack of support structures; economic conditions" 
i-ln--);o~r-~-ie-\~:-~~iiich-a;:e--the-5--g~·eaies-t-opport~nitjes-open-to-tiie-S-o-~ijl-Afric-~-n--tex-t;je-j;;duS-if)'"?""---------------------------------------
U~}_~_~~~_!!~~:J!2. ___________________________________ Q2. _______________________ J~_L ____________________________________ J~2.. _____________________________________ J~2. ____________ l 
Responses: " good quality, price, weak currency; short lead times and ability to do low minimum 
volumes" 
Thank you very much for your time and co-operation, your assistance is greatly appreciated. The results of this 
survey will be used purely for research purposes, and are likely to be beneficial for the South African textile industry 
as a whole. 
Name and Postal Address: 1- -...... 
i 
1 __ •• _ .... .. ................. _ ...... _ ............. __ •••••• •••• W. M 
--_.- ........ ..... .. ....... - ... --.- .......... ........... ..................... _.-.... _-_.-
---_._ .. _----_ .... _---_._-
E-mail Address: 


























Appendix 12: Principles of the WRAP Scheme 
The following are the principles behind the Worldwide Responsible Apparel Production (WRAP) 
Certification Program, as published on the WRAP website (WRAP, 2001 b): 
The WRAP Principles are core standards for production facilities participating in the Worldwide 
Responsible Apparel Production Certification Program. The Program's objective is to independently 
monitor and certify compliance with these socially responsible global standards for manufacturing, and 
ensure that sewn products are produced under lawful, humane and ethical conditions. Palticipating 
companies voluntarily agree that their production and that of their contractors will be certified by the 
WRAP Certification Program as complying with these standards. The WRAP program is endorsed by a 
number of association in various countries, including (WRAP, 200 I a): 
American Apparel & Footwear Association; Asociaci6n Dominicana de Zonas Francas, Inc.: Asociaci6n 
Sal\adoreila de la Industria de la Confeccion: Association des Industries d'Haiti: Asociaci6n Hondurefia de 
Maquiladores; Camara Nacional de la Industria del Vestido (Mexico); Comisi6n Nacional de Zonas 
Francas (Nicaragua): Caribbean Latin American Action; Clothing Federation of South Africa; 
Confederation of Garments Exporters of the Philippines, Inc.; Jamaica Apparel Institute 
Principles of WRAP: 
• Laws and Workplace Regulations - Manufacturers of sewn products will comply with lav{s and 
regulations in all locations where they conduct business. 
• Prohibition of Forced Labour - Manufacturers of sewn product \vill not LIse involuntary or forced labour 
indentured. bonded or otherwise. 
• Prohibition of Child Labour Manufacturers of sewn product will not hire any employee under the age 
of 14. or under the age interfering with compulsory schooling, or under the minimum age 
established by law, whichever is greater. 
• Prohibition of Harassment or Abuse - Manufacturers of sewn product \vill provide a work environment 
free of harassment, abuse or corporal punishment in any form. 
• Compensation and Benefits Manufacturers of sewn product will pay at least the minimum total 
compensation required by local law, including all mandated wages, allowances and benefits. 










• Hours of Work Manufacturers of sewn product will assure that hours worked each day, and days 
worked each week, shall not exceed the legal limitations of the cOllntries in which apparel is 
produced. Manufacturers of sewn product will provide at least one day off in every seven-day 
period. except as required to meet urgent business needs . 
• Prohibition of Discrimination Manufacturers of sewn product will employ. pay, promote, and 
terminate workers 011 the basis of their ability to do the job, rather than on the basis of personal 
characteristics or beliefs. 
234 
• Health and Safety - Manufacturers of sewn product will provide a safe and healthy work environment. 
Where residential housing is provided for workers, apparel manufacturers will provide safe and 
healthy housing. 
• Freedom of Association Manufacturers of sewn product will recognise and respect the right of 
employees to exercise their lawful rights of free association, including joining or not joining any 
association. 
• Environment Manufacturers of sewn product wi II comply with environmental ru les, regulations and 
standards applicable to their operations, and will observe environmentally conscious practices in all 
locations where they operate. 
• Customs Compliance Manufacturers of se\vn product will comply with applicable customs lavv and, in 
particular. will establish and maintain programs to comply with cLlstoms laws regarding illegal 
transshipment of apparel products. 
• Drug Interdiction - Manufacturers of sewn product wi II cooperate with local, national and foreign 
cllstoms and drug enforcement agencies to guard against illegal shipments of drugs. 
--- ---:-------- --- ..... -~.~.-- ...... -~.~.--~ ...... - .. -----~ 











Appendix 13: Contact Details of Persons directly communicated with or interviewed 
Organisation 









ElII'opean Union COlllmission 
Location Representative I e-mail (if available) m 




























Ckaner Te:-;tik Production Project 
Keryn Hous" 
(Former) Dire"tor 










Head: Certification Clothing. Tc,\tiks 
and Footwear 
Mike PeeL CEO 
Scan McCurtain. bee,DiL 
vlartin 
Exec. Director 
Executi vc Director 
Daeczi fii; i arri ca. com 
Ker: nll'li;dti .PWV,gOV,Za 
Dkaplan(i])dti, pwv ,gov .za 
Ccol abejr<i;cec,cu, int 
Dennis. friedman'ii)frallle. co,za 
M ikcp'lj;sanas,co,za 
scatlln 
Sat i cc, grow. ex po rtsr{Dsa ns. co .za 










Tcxtile Federation (conL) 
LiCT 
US Emhassy (South 
\\ooh\orths 
WRAP World-\\ide 




pror Johann Maree 
Bob Gotlee 








11;\\'00 h\ orlhs.co,za 
rh~ South 1\1[ICan Textile Industry: OpportU1lltles and Constraints \\'ith Particular Rcti:rencc 10 [1l\'ironmcntallsSlICS and [co-Labelling 
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